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<  hitario  Legislature 


concern 

i    Save    recently   IP, 

I'm',   i!:.   • 

"in  hole 

•li'ital!..,'  into 

rir- 

-    attt-uiliir.'    li 

•  n-!i   tliat  so  far  from 

all. Hi    ha- 
•  lit  in  ••.. 

were  hr 

the    •  Session    nt     ' 

it     nrnci 

I'llpol 

:illi  t!:e     I'l. 

which    tlir 
I 

ate    tllC    \ 

•  t'    pulil;r    «'l- 
vantaze   which   h.i  liv    Bri- 

the  i-cinti 
I'owvr     h:i-,     b  .1     inanv 

np- 
tedlj 

which  «•  itilir 

•  ii)>t 
I-MI 

1      piilili"' 
•rt"  .lit  i> 

kive 

ilclilii-r.-i' 


Condensed  Narrative  of  Events. 

K\.,-|||M-       IniMTIIIIICIlt       li.r 

the    Niagara    Falls    Park    Coniinissio- 

ii-il     int.'  'il^     w  ith     certain 

•in-     Ontario 

!'"»•  d      tin'      Synil  - 

which  at'teru.  the   Klfctriciil 

Dc\i-li.|i!:  Ontario.      In 

-  these  »-  |"Tinit- 

tc«l  iakc- 

lilies    of    will  tilt' 

itieil 
rent.-  ilc     In    I 

'  r  iHiiitiil 
-iinilar   i 
or    |MT>..II"    at    lens   rentals    than    t 

ilile    unrler    ti  •  li\     the 

1 'oinpanii-s  in  • 

The    '  n    hoiinil    theni- 

M'lvr-      (lllldr!  Mi     o|     t!:. 

larv.  !!••,  .|  I,- 

•  !i  .'tOth  .lanuarv.  l!' 
as    follows:    "The    t'oinm  will 

in  mnkii. 

the  water  to  '.M-ncriiti'  i-li-<-tric,  [menu 
.•r   oilier   IMIU-  the    pur- 

lin' Park  nly  othci 

.•n    inentiiiiieil    in    the    clan-ie    rr' 

1   failure  on  the  part  of  the 
licensees  to  carry  on   the  work. 

I'niler   ll  •  e    rijht    to 

.    power   ; 

the  Xianara  or  \Vellaiiil   l>  ^.ihl 

to    the   <'om|i. 

'.in,     the    fioverniiient     on     its     part 
in  takin;:  water  or 
_•     I...W.T.     while     at 
i'   time   the  mntrol   'it'   N'ia'.'arn    Fall- 
'» ithin  the  .jnrJHilic- 
'  ve •! 


Hydro  Legislation  of  1916. 


to  the  Provincial  Legislature  and  pro- 
vision was  made  for  the  settlement  of 
any  dispute  between  the  Provincial 
authorities  and  the  Companies  by  sub- 
mission to  the  law  courts  of  the  Prov- 
ince. On  the  faith  of  these  Agreements 
duly  ratified  by  the  Government  and  tiie 
Provincial  Legislature  the  funds  neces- 
•ary  for  the  prosecution  of  the  enter- 
prise were  procured  and  the  construc- 
tion of  the  plant  effected.  The  joint 
stock  companies  to  whom  the  Govern- 
ment had  granted  licenses  paid  ren1a!s 
and  taxes  to  the  Government  in  respect 
to  these  licenses,  they  were  under  the 
control  of  the  Government  and  the  capi- 
tal with  which  the  enterprise  had  been 
developed  was  provided  on  the  faith  of 
the  licensees  and  in  consequence  of  them. 
In  the  year  l!Mi.">  two  Companies  were 
actually  engaged  in  the  production  and 
distribution  of  power,  and  a  third,  viz, 
the  Electrical  Development  Company,  as 
above  mentioned,  was  in  course  of  in- 
stalling its  plant  for  the  production  and 
distribution  of  125.000  horsepower.  The 
latter  Company  encountered  great  en- 
gineering difficulties  in  the  construction 
of  its  plant  and  had  not  yet  begun  to 
distribute  electricity,  when  an  agitation 
began  among  some  of  the  municipalities 
of  Ontario  for  -cheap  electrical  power. 
The  promoters  of  this  agitation  would 
not  wait  for  the  effect  of  the  competition 
which  the  increased  supply  of  electricity 
might  be  supposed  to  induce,  but  insist- 
ed upon  the  promotion  of  a  scheme  under 
which  certain  municipalities  would  em- 
bark co-operatively  in  the  production 
and  distribution  of  power.  This  muni- 
cipal agitation  was  superseded  by  ajprp- 
paganda  for  a  project  by  means  of 
which  the  Province  should  enter  upon 
its  own  account  into  the  business  of 
electrical  distribution.  Neither  of  these 
agitations  was  based  upon_  plans  formu- 
lated by  competent  persons.  They  were 
both  conducted  with  much  rhetorical 
exaggeration  and  appeals  t:>  prejudicj^f 
Nevertheless  the  Government  was  hyp 
ti/.ed  by  the  advocates  of  the  schemes 


and    was    induced    to    commit    itself    to 
their  support  without  regard  to  the  fad 
that    it    had    quite    recently    eontnv 
obligations    with    which    support    of    the 
schemes  was  quite  inconsistent. 

Under  the  hypnotic  influences  which 
have  been  mentioned  the  Government  se- 
cured the  passing  of  legislation  which 
established  the  Hydro-Electric  Commis- 
sion with  extraordinarily  wide  powers. 
The  members  of  the  Commission  were 
appointed  by  the  Government  in  Janu- 
ary. 1906,  and  the  construction  of  a 
transmission  line  was  commenced  after 
the  Commission  had  made  an  inquiry 
which  extended  over  about  two  months, 
a  rather  inadequate  period  for  such  an 
undertaking. 

The  Acts  by  means  of  which  the  On- 
tario Government  embarked  upon  the 
distribution  of  power  in  competition 
with  its  own  licensees,  to  whom  it  had 
immediately  before  granted  exclusive 
licenses,  created  much  uneasiness  among 
those  who  had  invested  their  money  in 
these  enterprises,  as  well  as  among  in- 
vestors in  Canadian  enterprises  gen- 
erally. Attempts  were  made  to  placate 
these  investors  by  solemn  assurances 
that  interests  which  had  been  created 
by  the  Government  would  be  protected 
by  it;  but  these  generalities  were  ac- 
companied by  others  in  which  the  people 
were  told  that  power  must  be  as  "free 
as  air"  and  the  power  should  be  "sun- 
plied  at  cost,"  altogether  contradictory 
and  inconsistent  propositions. 

In  other  words,  the  public  were  delud- 
ed by  promises  impossible  of  fulfilment 
while  an  attempt  was  made  to  delude 
the  investor  into  the  belief  that  the 
Government  was  not  contemplating  an 
act  of  spoliation. 

Members  of  the  Government  repeated- 
ly disclaimed  any  intention  of  ruining 
the  Companies  or  of  depreciating  the  in- 
vestments which  had  been  made  through 
them;  but  these  verbal  assurances  had 
no  real  meaning.  They  were  belied  by 
the  Acts  which  were  being  forced  on  the 
Losrislation  and  the  public.  Unfortun- 
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•  rnnicnt    it    lia^    plm-ed 
Mselt  in  a  ilili'innia   from  which  tin-' 

no  escape;  either  it  did  not  know  what 
it  was  about  and,  therefore,  suffered 
itself  to  be  deceived,  or  it  knew  what 
as  about  and  soothed  the  Companies 
with  soft  words  while  it  was  at  the  same 
time  confiscating  the  property  which  it 
had  sold  to  the  Companies  and  for  which 
it  was  pocketing  the  price. 

The   investor  is   undoubtedly  expected 
•.ike  into  account  the  hazards  of  a 
business  into  which  he  pats  his  capital; 
hut  among  these  hazards  it  has  not  been 
customary,  in  countries  within  the  Bri- 
tish to  reu'iird   the  repudiation 
by   •  :cit   con- 
tract or  of  an  obligation  arising  out  of 
tract  as  a  hazard  properly  at- 
taching to  the  enterprise.     The  capital 
•  ii  had  be.                   .1  in  the  exploita- 
tion of  Niagara  Power  on  the  Canadian 
>e  line  was  not  Canadian  capi- 
tal,   it    was    almost    altogether    British 
lal  or  capital  obtained  through   Bri- 

ons. 
The  Arts  of  an  K\  '\crnment 

with    difficulty     railed     in     quest: 
Through  the  legal  fiction  of  the  i 

•  .wn,  transferred  with 
ibtful  propriety  to  a  small 

..up  of  party  poli- 
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-.-eedinus  in  question   no  matter 
how  proceedings   may 

affect  either  private  interests  or  the  pub 
lie  interests  of  the  state.  The  more  arbi- 
trary   its  actions   the   more   tenaciou-l> 
will  the  authority  which  commit*   the-n 
refuse    to    In'  .'dinss    called 

in   quest 

Thus  the   Acts  by  which   the  Ontario 

..irked     in     competition 

for  the   distribution   of  electrical   power 

with  its  own   licensees  to  whom  it  bad 

:.erately    '.-ranted    exclusive    licenses. 

were  difficult  rn  no  matter  how 

..ffeeted   these   licen««6» 

no  matter  how  visionary   were  the 

upon  which  the  propaganda  of 

their  promoter!  was  based. 


llcr-  of  tin-  Intern- 
ment   pointed   to   the    |,|..,:M,.H    that    cori- 
••i«   of   the   '  'onrmssion 
;>    to   the   distribution    of   eleo- 
i!  power   and  explained  that  naturally 
the  Commission  would  purchase  the  , 
er  whidi   it    required   from   the   produc- 
ing Companies  already  in  existence.     It 
was     evident    that    the    Hydro-Electric 
Commission   was  placed  at  least   in   the 
position  of  highly  favored  middleman  if 
not    even   of   monopolistic    intermediary 
between  the  producers  and  consumers  - 
a  position  in  short  which  enabled   it   to 
•••  the  price  at  which  current  wo-il.l 

The  Hydro-Elec''  nission  began 

early    in    its    career   to    take    arbitrary 
measures.     It   rode   roughshod  over  all 

private    rights,    not    only    over   those   of 
panics,  but  over  th<>«e  of  individu- 
als,  and    it    sheltered    .•-••!!'    behind    the 
ision  in  its  Acts  that 
immune   from   pro- 
iii    the    courts    of    law.      K..r    tho*. 
whoi 

ce,  all  law  is  martial  law. 
Father   ti  : 

defiance  of  the  Constitution   upon   which 
our  liberties  are  founded   the  pn>\ 

Magna   Carta   "To  no  one   will   we 
-ell  .,r  deny.  ..r  delay,  riu'lit  of  justi 
has  been,  we  may  hope  temporarily,  sus- 
pended b\   the  Ontario  Legislature.  That 
this  is  no  phantasy,  but  a  very  real  sns- 
ion   may  be  gathered   from  the  fact 
that   the   Attorney  .general  of  the  Prov- 
has  already  twice  refused  a  fiat  tc 
permit    suit    against    the    Hydro-Ele 
on  the  irround  that  th< 
the  Commission  give  it  im- 
munity. 

But   the  ambitions  of  the  Hydp 

:i  were  not  satisfied  wit' 
the   position  of  monopolistic   intermedi- 
ary between   the   producer  and   the  con- 
.  r.      It    demanded   power  to  produce 
M-ll  and  to  produce  without  payment 
t,,   1  nment    of    any    rentals    or 

taxes.  With    this    advantage   secured    at 
the  expense  of  the  taxpayers  of  the  Pp. 
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vince  I'm-  (lie  hem-lit  dt'  the  users  of 
power,  tin-  Commission  hoped  to  he  able 
to  do  what  it  had  neve  •  dune.  v.ix...  britm 
its  rales  for  power  into  harmony  with 
its  promises  without  at  the  same  linn 
involving  itself  in  linancial  ruin. 

In  order  tliat  it  should  accomplish  this 
result  it  was  not  only  necessary  to  se- 
cure powers  to  produce  electricity,  it 
was  necessary  to  induce  the  (lovernment 
to  place  thi'  Companies  with  their  in- 
vestments ami  their  plant  entirely  at 
the  mercy  of  the  llydro-Klect  ric  Com 
missioners.  This  was  necessary  in  order 
to  eliminate  the  competition  of  the  Com- 
panies and  to  leave  the  field  clear  for 
the  llydro-Kleclric  Commission.  The 
(iuvernment  capitulated  to  these  de- 
mands  and  in  the  Session  of  the  Legisla- 
ture of  191(i,  passed  what  an;  virtually 
contiscatory  acts. 

The   Ontario   Acts  of   10HI   relating  to 
Power  Development  are  four  in   number. 
They    occupy    eighty-live    closely    printed 
lanrc  octavo   pa '.res:   they  are  even  more 
prolix   than    is   usual   in   such    documents: 
and  they  must,  moreover,  be  taken  ahuii: 
with  numerous  other  Statutes  relating  to 
the     same     subject      passed     in     previous 
vears.       Apart     from    the    circumstances 
attendini:   tlicir  introduction,  at  the  very 
close   of   the    Legislative    Session,    which 
rendered    it    impossible    for   the    members 
of    the    local     Legislature,    and     perhaps 
even  the  members  of  the  (iovermnpnt,  to 
urasp    the    significance     of     the     changes 
which  they  made  in   the  law  of  the  Prov- 
ince,   tbeir    bulk    and    complexity    place 
them    altogether    beyond    the    immed:a 
reach     of    the     public.       Although     lbcs<> 
Acts   have  been -passed   lhrou'_:h   the  con- 
ventional   leual    forms,    it    is   idle    to    lire- 
lend   thai   in  any  sense  «f  the  word  they 
represent    the    mature    judgment    of    the 
people.      Tliey    are    merely    instruments 
of  autocratic   power   for  whose  le^itimi/- 
iition    the    forms    of   Parlia-nentary    pro- 
cedure   liave    been     undeniably    strained. 
Kir    that    reason    a    review    of    the    whole 
leuislatio     by  a  s'iperior  authority  seems 
1,,    be   absolutely    indispensable. 


The  principal  objectionable  fea lures  in 
the     recent      Legislation     arc    the    expl 
abrogation   of  a   contraclual    underta! 
between   the  (iovernmen!    and   the   Power 
Companies    in    respect     to    the    (akin- 
water  and   Hie   production   of   Power.  : 
the  inquisitorial   functions  which  are 
Ihe    first    time    entrusted    to    the    llydro- 
Klect  ric  ( 'omniission. 

Tlie    clause    in    the    original    ( 
witli    the     i-llectrical     Development     I 
pany    by    which    the    (ioveniment     nn- 
took    to    refrain    from    hiking   water   .-. 
from    ".eneratiim    power    for    public    dis- 
tribution  has  already   been   i|iio(ed.    I'pon 
the    faith    of    this    and    other    clauses    in 
the   contrail    the   capital    which    was   ex- 
pended   by    this    Company    was    obtai 
chiefly     in     London,    and     the     enorii 
plant    which    was   necessary    for   the    pro- 
duction   of    Ms   i|iiota    of   power    was 
st  meted. 

Not  withstanding  (he   provision    in    this 
original    contract,    the    Act    of    Ifllfi    ex- 
plicit)    empower-:    the   (lovernment    I 
mission  to  use  the  waters  of  the  Niagara 
or  \Velland   Rivers  and  to  construct    the 
necessary    works    I'd-    the    u'eneratioi 
electrical   enemy. 

In  order  to  render  this  clan- 
it  was  necessary  to  sret   rid  of  the  obliga- 
tion  under  the   Contract    above    mention- 
ed.     An    attempt    to    jettison    this    obli- 
gation   is   made    in    the    following    ni 
manner: — 

"The    cxrivist-    of    111.-    p  avers.    \vhi'-ll    ln;l  \ 
ri>n  IVrn-iI    by    i:r    ini<[cr    the    :iuUi.riiy    i.f    tliis 
;|i-t     cv    "f    .-on      .if    tlli'lll.     -Ouil!     lint 

to    in-    .1     making    n  e    nf    tin-    iv:on--    of    ih.- 
Ninjr.-ir.i    Klvrr    to    generate    electric    <>r    IUM-H 
n-jui--      power      Avitliin      flic     nirnniii.L'     nf     :ui\ 
sti|iiil:itiiiii     in1     ciiinlitiiin     contained     in 
- -iiicnt    putorcil    intu   li>    ilic  Cominlssl 

fill1     tin-    I.Hlcrii     V  i'-r.i    i;i      \i:iir:iril      l-'.-llls     I'.-irl-." 

(6    lien.    V..   cli.   111.  d.  7.) 

The  plain  meaning  of  lanjriiirie  is  ac- 
(ordinir  to  thi-  clause  not  the  meaning 
of  it:  what  meaning  should  be  attacheil 
to  the  words  "takiiiLi."  "water"  and 
"river"  is  not  disclosed.  This  extra- 
i  rdinary  jiiece  of  Legislation  mi^ht  as 
well  have  been  ex;ire-si'd.  "within  t'-e 
meaninir  of  (Hi.-  Act.  wafer  is  not 
water,  the  Niagara  Kiver  is  not  a 
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•hoiii;li    nuiiiir    I" 
•>    of    the    enrlicr    Arts,    liy 
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tin- 

lirll 

it    cannot    '•• 

that  at   any   moim-nt   it   ran   put 

mi!   finall 
pl\  tli<¥ 

.in  that  roinpetiti" 

sill) 
.n   the  hoiintN 

(!•.  i.-    nith    whirli    it    ' 
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;ch   an  extent 
:irnls    ^til!     fiirtlier 

whieli   if  tin-  Vivr 

-,    nut    hy 
it    hy    the    shorter 
am)  '-nply    i-|. 

•'ieir  plants    \>\  force  majevre.     After 
thi< 

-  own  si-nl' 
prii-i's    anil     runilni-t     its     affairs     n- 

plr;,  ..ply      "f      • 

tririty   I  ire    Nvilliri'.:   to   pay 

' 

"ly    it    ran    onlv    act    in   this   manner   t" 
the    injury    "f   tin-    pnhlir    inter. 

The    reeent    leiriMation    thus    not    only 

-tantinlly    repmliates    ohlieation- 
plirity   entered    into   hy   ttie  rtoveniment. 
hut  p'ie  puhlic  interest  con- 
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stitutes  another  step  towards  the  elim- 
ination of  competition  in  the  supply  of 

electrical  power.       If  by  mean?    of    its 

provisions    the    joint    stock    companies 

producing    and    supplying    power  under 

Government   license    are   driven    out    of 

business  through  acts  of  the  Legislature, 

the  public  will  be  left  at  the  mercy  of  a 

monopoly    created    by    the    Government 

and  entitled  by  the  acts  of  the  Govern- 
ment to  fix  prices  for  itself  and  to  be 

judge  in  its  own  causes.    Its  history  has 

already  shown  that  it  can  be  guilty  of 

arbitrary  conduct  and  that  the  ordinary 

law  courts  are  closed  to  suitors  against 

it  who  may  have  reason  to  complain  of 

injustice. 

So  far  from  being  an  incident  in  pro- 

gress,  the  tendency,  of  which  the  Hydro- 
Electric  Commission  is  an  example,  to 
entrust  Governmental  agencies  with  in- 
dustrial functions,  is  an  incident  in  re- 
action. It  is  manifestly  dangerous  to 
permit  a  small  group  of  party  politi- 
cians, temporarily  endowed  with  politi- 
cal power  through  elections  on  alto- 
gether different  issues,  to  exercise  in- 
dustrial functions  either  by  their  own 
direct  action  or  by  proxy.  This  unto- 
ward experiment  has  been  attempted  on 
a  large  scale  by  Germany,  and  thj  conse- 
quences to  the  world  of  the  govern-  "A  people,  it  appears.  m:\y 
mental  absorption  of  industrial  and  fin-  w^  ,1™  JgfP&X™^?/*  """ 
aucial  resources  are  very  obvious.  Under  Individuality. " 
the  pressure  of  extreme  emergency  other 
Governments  have  been  obliged  tempor- 
arily to  mobilize  their  resources;  but 
the  peaceful  progress  of  mankind  would 
be  at  an  end  if  at  the  close  of  the  war 
governmental  control  were  not  relaxed 
in  order  that  private  enterprise  may  be 
resumed.  The  mobilization  of  industry 
in  Great  Britain  has  shown  how  readily 
private  enterprises  can  in  case  of  need 
be  turned  to  public  uses,  and  has  also 
shown  bow  difficult  it  is  to  expand  pub- 
lic institutions  to  meet  sudden  increase 
of  demand.  The  lessons  conveyed  by 
the  remarkable  development  of  produc- 
tive power  in  Great  Britain  are  wholly 
in  favor  of  the  encouragement  of  pri- 


vate  rather  than  government  enterprise. 
In  Ontario,  of  all  provinces  in  this 
country,  there  is  little  need  for  govern- 
mental attempts  at  industrial  monopoly. 
The  capital  necessary  for  the  develop- 
ment of  industry  has  been  obtained 
through  private  energy,  and  it  has  not 
been  necessary  for  the  .province  to  in- 
terpose its  credit.  The  revenue  of  the 
province  is  largely  derived  from  the  tax- 
ation of  joint  stock  companies.  Sound 
administration  appears  to  lie  in  (lie  en- 
couragement of  the  investment  of  capi- 
tal  in  the  province  rather  than  in  the 
confiscation  or  legislative  depreciation 
of  capital  already  invested  in  it.  Such 
Acts  of  the  Legislature  as  those  which 
have  been  referred  to  have  indisputably 
the  effect  of  checking  the  importation  of 
capital,  and,  therefore,  of  raising  the 
price  of  it,  as  well  as  of  placing  an  em- 
bargo upon  individual  initiative  and 
energy.  The  effect  of  these  measures 
and  of  Hie  attitude  of  mind  of  which 
they  are  the  outcome  must  be  to  drive 
active  and  able  men  out  of  the  country 
and  to  deleriorate  the  individuality  of 
(hose  who  remain  in  it.  One  of  the 
prea-nant  sentences  in  John  Stuart  Mill's 
famous  essay  "On  Liberty"  is  the  fol- 
lowing:— 


It  is  not  possible  to  make  power  or  to 
make'  anything  else  "free  as  air,"  but 
if  it  were  possible  to  do  so  without 
tangible  price,  and  if  the  price  of  get 
ting  electricity  for  nothing  were  a  check 
upon  individual  enterprise  and  upon  the 
freedom  and  security  of  investment  of 
capital  from  abroad,  that  price,  int., 
ible  as  it  may  appear  to  the  orators  who 
have  hypnotized  the  Government  of  On- 
tario, would  be  ruinously  high. 

No  one  who  dispassionately  examines 
the  Acts  of  the  local  Legislature,  by 
means  of  which  these  things  are  per- 
mitted to  be  done,  can*  avoid  the  con- 
clusion that  they  ought  either  to  be  re- 
pealed or  disallowed. 


July  15,  191 B 
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Public  Ownership  and  the   Hydro-Electric 
Commission 

I. 

Mlilude  of  the  Public  Toward*  State  Control  and  State  Knterpruou 


in-  attitude     towards  t 

.it.-    to    industrial    ae- 

•  >r  oilier  of  four  rhararter- 
».     The  attitude  may  be  one  •>( 

it    may     • 

.     it     may     l»  I     which 

•  i-tanee   is  attached    In   Imreaurrati- 
ml    of    industrial    activities:    or    it 
may  be  one  in  which  importance  is  at- 
-lii|.    of    the    material 
means  anil  ImreainTiitir  ilireition  of  the 
ire«  by  whirh  theft*  industrial  :«• 
ire  exercised. 

••d    as 

normal    attitude    of    the    p 
war  its  affair- 

rnmenL 

Public    indiuVri-n. .     i«  'neons 

•npatihlc    with    bureaucratic    contro'. 
and  bureaucratic  direction.  In  fart. 

-  lal    for   public    indiffer. 
to  supervene  when  a  functionary  is  an- 
•••rform    some    bureaucratic 
art.    "Xow  that  i«  settle,! '  «ay. 

and  forthwith  eo  their  way  and   f' 
all  about  the  matter  (hat   amused  their 
•isiasm.  the  net   result   nf  t 

•  addition  of  anotl  • 
•facials,    workin?   for   some. 

what  less  than  the  normal  wases  in  such 
and  at  somewhat  less  tha«: 
thf  normal  efficiency,  of  another  zr 
of  departmental  buildinzs  and  of  n 
more  or  less  considerable  sum  tn  the  an- 
nual public  b; 

(h)  Acute  criticism  on  the  part 

•  is  rare 

(f)   [i  •  rtain   phases  of  ponular 

-est     importance    is    however,    some- 
times justlv   attached   to  what   is   r 
public  control:  but  what  should  rather  be 
called  offlcinl  i>icratic  inspection 

Tn   the   caw?  of  the   nd 


-(ration  of  the  factory  arts,  public  • 
health  acts,  and  the  like,  there  is  much 
to  be  said  in  favor  of  efficient  inspection 
•'    of    tin-  .'nt.    and    of 

prosecution  in  the  ordinary  !aw  court 
those  who  are  alleged  to  have  int'ri 

lation*    laid    down    by    Parliament. 

The  difficulties  which  have  arisen  in  this 

md  in  the  I'nited  B  the 

•at ion   of  such    laws   have   been 

dm-    prin  nrilv    t..    the    weakness    of    (lie 

•  •rnment.  The   agents    they 

have  appointed  have  often   been  ineffiri 

ent  because  of  the  absence  of  a  properly 

trained  civil  service,  and  becanse  of  the 

political  character  of  the  appointments. 

In    <-('nse<|uence   of   these   conditions   the 

factory  acts  and  the  like  have  not  been 

adm  as  they   should  have   been. 

This  np|  specially   to  the   I 

vince  of  Ontario. 

fd)    Iui[Hirtanre  is  also  sometimes  at- 
tached in  rerlain  phases  of  popular  in- 
what   is  called  "public  owner 

. "  hut  what  is  really  public  posses- 
sion nf  the  material  means  and  official  or 
bureaucratic  control  of  these  and  of  the 
human  services  by  whir),  the  industrial 
aitivities  in  tlieir  exploitation  are  exer 
rised. 

ast  of  these  need  alone  concern 
us  at  the  moment.  By  the  rizht  of  emin- 
ent domain  the  state  may  under  certain 

'it ions   more   or  lens  customarily   re 

i  red  by  statute  law.  enter  into  pos- 
Mwion  of  the  property  of  private  citi- 

.  but  the  exercise  of  this  risht  mny 
be  abused  and  in  the  past  has  so  fre- 
quently been  abused  in  many  countries 
that  great  historical  quarrels  between 
the  common  people  and  their  rulers  have 
arisen  out  of  ahu«c«  in  the  exerri^. 

•itivc  power  in  the  seizure  of  private 
property.  Indeed,  in  consequence  of 
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.  these  long  si  rubles  in  Great  Britain, 
\  private  property  has  long  been  regarded 
\as  safe  from  confiscation  by  the  Crown. 
Un  this  country,  however,  where  those 
In  whom  the  executive  authority  is  en- 
trusted by  tin.'  people,  are  novices  in  the 
exercise  of  power  and  are  for  the  most 
part  ignorant  of  the  law  and  practice  of 
the  constitution,  seizure  of  private  pro- 
perty, even  of  property  explicitly  grant- 
ed by  the  Crown  for  payment  by  the 
grantees,  is  by  no  means  unknown. 

In  the  sense  that  anything  which  in 
the  opinion  of  the  competent  authori- 
ties may  be  regarded  as  indispensable 
for  the  service  of  the  State,  may  be 
taken  by  the  State,  the  fact  of  public 
ownership  of  all  property  movable  and 
immovable  in  the  last  resort  may  be 
taken  for  granted,  but  the  expediency 
of  exercising  this  right  excepting  in  - 
cases  of  emergency  must  be  seriously 
questioned.  If  the  seizure  of  private 
property  by  functionaries  of  the  State 
becomes  usual,  then  clearly  the  e-itizens 
of  the  State  must  either  revolt  or  leave 
the  country.  If  the  seizure  applies  to 
those  who  are  not  citizens  of  the  State — 
the  act  may  bring  about  international 
complications,  or  even  war.  In  any  case 
such  seizures  must  inevitably  tend  to 
prevent  people  from  immigrating  into 
the  country  where  they  take  place,  and 
must  also  tend  to  prevent  the  importa- 
tion of  property  in  any  form.  In  other 
words  a  policy  of  seizure  by  the  State 
of  property  belonging  to  private  persons 
is  disadvantageous  to  the  State,  and  may 
eventually  lead  to  its  ruin. 

The  acquisition  of  private  property  by 
the  State,  or  by  an  authority  endowed 
with  power  delegated  by  the  State,  liv 
means  not  of  explicit  cnnliscation.  but 
of  compulsory  purchase  presents  simi- 
lar features.  In  all  compulsory  purchase 
there  is  an  edememt  of  confiscation,  and 


in  so  far  as  this  element  exists,  it  con- 
tributes to  the  disadvantage  of  the 
Stale.  1'roperly  is  concealed,  owner- 
it  emigrate,  and  immigration  is  checked. 
Even  in  cases  where  property  is  not 
acquired  in  either  of  the  ways  described, 
but  is  either  in  ancient  possession  by  the 
State,  or  is  acquired  by  it  through  volun- 
tary sale  at  a  fair  price,  there  is  rarelv 
an  advantage  to  the  State  in  the  admin- 
istration of  public  property  by  state  offi- 
cials. Such  administration  may  in  some 
cases  be  a  public  necessity,  as,  for  ex- 
ample, in  the  provision  of  buildings  for 
the  administration  of  justice,  for  de- 
fence, and  for  a  limited  number  of  like 
purposes;  but  where  industrial  functions 
which  have  been  or  may  be  as  efficiently 
or  more  efficiently  exercised  by  private 
persons,  are  forcibly  handed  over  to 
public  functionaries,  there  results,  in  a!- 
mi:>t  all  known  cases,  loss  |o  the  Stale. 
and  disadvantage  to  the  community. 
Kven  where  the  desire  on  the  part  of  the 
Slate  officials  is  to  perform  their  func- 
tions in  the'  same'  manner  as  they  would 
if  they  were  private  employee's,  they  are 
invariably  exposed  to  political  influences 
and  the  considerations  which  determine 
their  actions  become  quite  irrelevant  to 
the  business  in  question.  Thus  state  con- 
ducted enterprise's  alwa\s  cos!  more  to 
the  community  than  enterprises  conduct- 
ed for  commercial  profit.  It  may  be  held 
as  susceptible  in  each  case  of  indisput- 
able proof,  that  excessive  commercial 
profits  arc'  of  very  short  duration.  There 
is  no  known  case  of  absolute  monopoly; 
I  eianse  there  is  nothing  and  no  service 
for  which  a  substitute  has  not  been  or 
may  not  be  found.  Moreover,  high  rates 
do  not  mean  hidi  profits,  because  in 
general  the  higher  the  rate  the  less  the' 
demand.  The  point  on  a  curve  of  n 
at  which  the  profits  are  highest  is  a 
point  at  which  the'  demand  is  relativedv 
-real,  because  the  rate  is  relatively  low. 
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The    |irini-i|ial    objections    to    ' 

rial  enter 

men-use 

•  •rninent. 

up*etiod 
in  nt  .1- 

!    eharact 
management. 

K    tho 

.ite  the  amniint  "f 
capital   necessarily   inv<>! 

irtance    tn     !••  i     th  ' 

.  rve 
they  ar- 


.•     tho 
illusion  that  "protiu"   inhere  i»   i? 

ne    and    to    di»re. 
that   »a\v  in   tlie  rare  «•••«  of  »d- 
M.Ht.     the««    are    «lm 
.ill  in  management. 

.    nverman    the 
...   nn.l    I"  iii|ilnye.-- 

neal  ratiit-r  tlian  t.-rlmiral  irr<mnd». 
•lie   rBM   of   n 

lit   gneh  a   rate   a-i   to  iniliirr   t 

oaplv.  rather  than  at  a  rat 

the  teehniral  conditions  of 

vardu    fr. 

-i    of    the 
iilopted. 

1      a 

tra 

.leal   with  affair1*  of  mn'^u 

|M)ll- 

...liti- 
•  Is    hnviii. 
•ilMrative  t>npn<-it>. 


lltli.     The     nevlf<-t     liv     the     (iuvcrn- 
whieh  p  :'•>'  of  "  piih- 

lu-   iiwnci  timis    proper 

to  it  ns  :i  'i.  -A  iii'_r  to  the 

M   ellterpi 
tlii-y   liiliniir  iin- 

,(:.|     illll 

|n-:i.i,i    ..;    their   adminiitration    and    !•• 
tin-  •  unit 

ntry    in   lin/ni 

rues  which  are  a  eontiniion 
of  anxiety. 

1'Jth.      The    tell'!.  '  lie 

<in   that    |Hi|itirs    ainl 
inlon 

alMi%e    ••'•  liv 

iiirre-|H.  _-es.     They  :irr  in- 

the 

ra.-c    of   an    industry    uiiidi    no    pn 
per-  -up  "t'   |"  '•'.    unilrr 

.-r  heeuu-.  un- 

profitable   character  nr  In-.  ;i  i-.-    nt     tin- 
.  -mbility    ,,l    i'..||e.  • 

•.\itliin  an  apprecinMe  p 

will    he 

.    iipply    -triiii'_'l>    !••    the    hvilin 
•n<-     ent.  .loiliitioii 

in     the    I'rn 
.,«,,      In      he      niie      nt'      ' 

r       which       ample       pn 
ml     can  -nI,     proviile.l 

part     of     it  -priiiteil     h\ 

ernnient.     There  hi  ''»-en  any 

•itication      f"r      (inveniTiiental      i1 

who 

.1   tlie   water,  took   no  inure   w 
than   tin  i-ntilleil    to   under   their 

I,,..  .-lit  \M-  tr 

to   competition.      Monopoly    in    po«. 
an  •"'    '"any 

wniri-i'-  of  pi  «••!.   Iinleeil   the  innri; 

.     inlviintii^e   e\cn    in   Toronto   i* 
\t\  -   always   in    fnvjuir   of   liy- 

drau:i. -.      A    fall    in    the    pr'n . 
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might     temporarily    throw    the    balance 
heavily   against   water  power,   while   im- 
provements  in    I  lie   sfaiii   engine,  in  in- 
terior combustion  engines    or    in    other 
prime  movers  might  throw  the  balance 
permanently  an-ainst-it.  Exen  in  the  ease 
of   coal,   the   accumulation     of    reserves 
might  render  the  price  stable  enough  to 
resist  the  shock  of  a  prolonged   strike. 
Such   changes  as   have   been   mentioned 
would    seriously   diminish   the    value   of 
the  public  investment.     The  prospect  of 
them    should    certainly    render    cautious 
any  joint  stock  company  engaged  in  the 
business  of  producing  power  and  should 
cause  it  to  hesitate  before  yielding  to 
public    clamour    for    increased    expendi- 
ture of  capital  in  the  teeth  of  unfavour- 
able economic  conditions.     A  public  au- 
thority is  as  a  rule  in  a  different  position 
in  this  respect.  It  must  go  on  with  its 
capital  expenditure,  enlarged  as  this  is 
by    the    circumstance    that    the    price   at 
which  it  offers  its  service  is  unduly  low 
and   is  therefore  bound   to  stimulate  an 
abnormal  demand.  The  end  can  only  be 
ruin  to  the  enterprise  or  continuous  sub- 
sidies from  the  revenue  from  taxation. 

The  objections  above  detailed  may  be 
illustrated  seriatim. 

That  the  increase  of  political  pow- 
er is  a  main  motive  in  "public  owner- 
ship" propaganda  is  evident  from  the 
fact  that  wherever  it  has  made  its  ap- 
pearance the  persons  or  the  party  pro- 
moting the  propaganda  were  obviously 
infected  with  "the  lust  for  power." 
They  have  indeed  frequently  been  suc- 
cessful in  securing  power  by  means  of 
the  propaganda  and  sometimes  they 
have  exercised'  wide  political  influence 
on  the  strength  of  it,  until  the  inherent 
weakness  of  the  scheme  caused  their 
political  downfall  often  as  rapid  as  their 
elevation. 

The  propaganda  of  "public  owner- 
ship" has  only  lately  arisen  in  Canada. 
It  cannot  be  said  to  have  begun 
here  until  after  its  failure  in  some 
other  countries  had  been  demonstrated 
or  until  after  its  reactions  in  these  and 


other  countries  had  disclosed  to  the  care- 
ful critic  its  serious  drawbacks. 

The  propaganda  is  thus  not  the  out- 
come of  "advanced"'  political  or  econ- 
omical speculation  but  is  due  to  imper- 
IVrt  acquintance  with  the  history  of  the 
subject  or  to  reactionary  views. 

In  France  the  failure  of  "public  own- 
ership" as  a  policy  was  fully  disclosed 
in  1848-49;  and  this  failure  was  in- 
fluential enough  to  retard  the  progress 
of  the  propaganda  in  other  countries  for 
many  years. 

In  the  beginning  of  the  third  quarter 
of   the    nineteenth    century,    interest    in 
"public,  ownership"  arose  in  Great  Bri- 
tain  in   connection   with    the   municipal 
administration    of   water,   gas   and    cer- 
tain   other    services.      The    adoption    of 
these  schemes  at   this    period    was    not 
the  result  of  any   propaganda  but   was 
due  in  each  case  to  local  conditions.  The 
return    to   capital    in   manufacturing   in- 
dustry and  ID  commerce  was  much  high- 
er   than    the    contemporaneous    return 
from  public  services  and  it  was  in  some 
cases    difficult    to    obtain     the     capital 
necessary  for  extensions  especially  when 
these  were  demanded  on   an   increasing 
scale  during  the  great  urban  expansion 
of  that  period.  Thus  up  till  about  1884 
there  was  no  propaganda  in  Great  Bri- 
tain for  "public  ownership,"  but  about 
that  date  the  propaganda  began  chiefly 
in   the    municipalities.      A    considerable 
number  of  these  embarked  in  various  en- 
terprises. Within  a  few  years  every  one 
of  the  objections    above    detailed    made 
themselves    evident.      The    debt    of    the 
municipalities  reached  large  proportions, 
the    business   of   the   town   councils   in- 
creased  so  much   that  it  was  impossible 
to     obtain     councillors     with      sufficient 
leisure  to  devote  themselves  to  it  with- 
out  the   prospect   of  ulterior   pecuniary 
or  political  gain.    For  the  first  time  for 
fully    a   century,     municipal     corruption 
made   its  appearance  and  the  character 
of   the   municipal    councils   steadily    de- 
clined.    By  1905  or  19flfi.  the  movement 
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••'it.      Imperial    I'arlia- 

•  was  II.'.IT  .1  tinted  by  it  and  was 
I  always  suspicious  of  State   enterprises. 

less,    for    the    purpose  of  pro- 
ng the  Post  Office  monopoly  which 
appeared  to  be  endangered,  Parliament 
i red  the  telegraph  service  and  more 
;ly  in  spite  of  serious  loss  in  which 
the  telegraph  administration  had  always 
involved  acquired  also  the 

telephone  servii-e.  ll«rr  again  the 
objectionable  features  made  their  ap- 
pearance. The  conditions  of  the  future 
•  •«!  hut  it  is  unlikely 
that  any  more  propaganda  for  "pub- 
li«  ownership"  as  such  will  have  any 
weight.  In  those  eases  in  which  public 
administration  takes  the  place  of  pri- 
vate, there  will  be  some  special  fiscal 
reason  and  there  will  not  likely  be  any 
illusion  about  economy. 

most  conspicuous  ease  is  that  of 
:  here    "public    ownership" 
has  been  adopted  on  a  large  scale, 

purpose  of  benefiting  the  com- 
munity but   for  the  avowed  purpose  of 
usifying    political    control    over    ife. 
,ar.-k  saw  in  the  State  collectivism  j 
-•Kiialists  an  idem  valu-l 
able  to  him  as  the  minister  of  an  ante/ 
•ate.    Indeed  it  was  essential  to 
autocratic     State    that     it     should 
.is   much   as  possible   and   that 
all  industry  should  he  under  its  control, 
railways  were  speedily  "nation- 
and  all  industries  were  orzani*- 
•n  a  qiiasi-collertivist  basis.  Th< 
in  apparent.      The    great    stru 
which   is   n-w   coins;    on    is    develop 

a    struggle    between    the 
>les  who  desire  a  free  economical  and 
•pment    and    the    Oerman- 
.  ratio    state    in    which    in- 
dividual   freedom   and    private  initiative 
are  I  ippressed.     All   the  world 

has  seen  in   the  living  example  of  < 
many  the  complete  development  of  pub- 
•-liip    with    its    concomitants— 

•  •irard    of  •    agreements    and 

.(her   with   systematic   »nd 


I.  r.  Hal    infliction    <>!'    its    principles   such 

,x.n  the  peoples  of  Europe. 

i  MI  many    is    iu    brief    an    example  of 

die  ownership"  as  it  must  be  when 

•  t  eloped. 

In  the  I'nited  States  the  furore 
against  the  corporations  took  the  same 
hold  upon  the  public  mind  that  "public 
ownership"  took  elsewhere  and  in  some 
cases  the  two  movements  were  mingled. 
Increased  publicity  on  the  part  of  the 
Corporations  and  a  very  necessary 
change  in  their  attitude  toward*  the 
pnhlic,  rather  than  any  of  the  legislative 
measure*  which  were  adopted,  combined 
with  reluctance  on  the  part  of  the 

•le  of  the  United  States  to  change 
tlieir  political  constitution  have  con- 
tributed to  prevent  the  endowment 
either  of  the  Federal  or  of  the  State 
Ooverments  with  additional  powers. 
In  Canada  during  the  past  fifteen 

•  <   propagandists   ambitious   for   the 

•••ise  of  political  power  and  for  the 

sifiration    of   that   power   over   the 

been    advocating    "public 

ownership."  It  is  not  a  sufficient  answer 

to  the  objection  to  it  on  political  grounds 

that    this  is  a   democratic   country   and 

that  the  Government  is  responsible  to  the 

!••••.  i.l,-.     The    facts    of    the    ease    show 

that   State  ownership    and    official    ad- 

ministration  breed   autocracy.     The  ex- 

-e  of  power  becomes  a  habit  and 
a  country  which  commits  bit  by  bit  its 
industrial  organization  to  Government 

rol  and  Government  operation  will 
soon  have  little  left  upon  which  to  base 
the  assertion  that  it  is  democratic.  All 
governments  in  the  last  resort  are  ab- 

•••  and  the  more  the  people  entrust 
into  their  hands  the  less  they  have  at 
their  own  disposition.  The  downward 
path  for  a  public  ownership  government 
is  a  very  easy  one.  It  begins  by  own- 
in?  the  public  services,  proceeds  by  re- 
garding contracts  and  agreements  as 
"scraps  of  paper,"  and  ends  in  cynical 
autocracy  from  which  there  is  no  escape 

the  people  hut   in   revolution. 
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Second  Objection  to  Conduct   of   Industrial   Enterprises   by   Government   Officials — 
Absence  of  Adequate  Inspection — No  -Impartial  Authority. 


III. 


The  second  objection  to  public  owner- 
ship is  the  absence  of  inspection  on  the 
part  of  an  independent  authority.  When 
an  enterprise  conducted  by  a  private  in- 
dividual or  by  a  joint  stock  company 
is  charged  with  transgressing  tire  law, 
the  persons  concerned  can  be  brought  to 
book  either  in  the  courts  of  law  or  by 
an  application  to  the  public  authority 
to  exercise  the  visitatorial  power  in- 
herent in  the  government.  Permanent 
urbanization  for  inspection  is  moreover 
often  provided  for  certain  groups  of 
enterprises  and  in  some  cases  special 
commissions  are  appointed  or  tribunals 
created  for  the  purpose  of  examining 
into  the  conduct  of  individual  enter- 
prises or  groups  of  enterprises.  Thus 
for  example,  the  affairs  of  a  particular 
bank,  and  the  methods  of  insurance 
companies,  telegraph  compan'es,  tele- 
phone companies,  railway  companies 
and  the  like  have  been  investigated. 
The  power  of  visitation  and  inspection 
inherent  in  the  government  or  placed 
in  its  hands  by  statute  is  a  valuable  pow- 
er,'although  it  may  lie  misused. 

In  the  exercise  of  this  power  the 
Government  acts  or  should  act  as  impar- 
tial official  authority  above  all  enter- 
prises bringing  to  book  offenders  against 
the  law. 

In  the  case  of  enterprises  conducted 
by  the  Government,  no  such  impartial 
authority  can  possibly  exist,  since  there 
is  no  authority  above  the  Government. 
Public  opinion  is  not  effective  in  deal- 
ing with  private  enterprises,  hence  the 
need  for  governmental  inspection;  it  is 
still  less  effective  in  dealing  with  gov- 
ernmental enterprises  and  thus  no  in- 
spection of  a  serious  kind  is  possible. 

It  is  true  that  governments  often  ap- 
point special  commissions  of  inquiry  into 
governmental    affairs,  but   even    where 
/"these  commissions  are  not  ostentatiously 
\appointed    to   "whitewash''   the  govern- 


ment, the  reference  to  them  is  in  gen- 
eral so  limited  that  thorough  inquiry 
is  impossible.  The^c  occasional  commis- 
sions however  even  if  they  were  effective 
within  their  field  could  not  tak«  the 
place  of  a  continuous  organization  of 
inspection. 

It  should  also  he  pointed  out  that  one 
of  the  reasons  for  public  disapproba- 
tion of  corporate  bodies  is  the  - 
rec-y  with  which  their  proceedings 
are  conducted.  Disinclination  to  dis- 
close information  is  partly  due  no 
doubt  to  fear  of  giving  advantage  to 
competitors  but  sometimes  it  is  due 
merely  to  believe  that  the  public  lias  no 
right  to  ask  for  any  information.  The 
effect  of  this  attitude  of  mind  on  the 
part  of  the  managers  of  corporate 
bodies  is  seen  in  the  public  attack  upon 
corporations. 

A  similar  condition  is  arising  rapidly 
in  the  case  of  public,  ownership  enter- 
prises. In  almost  all  cases  the  man- 
agers of  these  are  extremely  reluctant 
to  give  information  about  them,  the 
published  reports  are  in  general  com- 
piled in  such  a  way  as  to  render  it  diffi- 
cult even  for  persons  experienced  in 
such  matters,  to  discover  whether  or  not 
the  enterprise  is  being  conducted  in  a 
sound  manner.  Sooner  or  later  the  pub- 
lic will  demand  a  change  in  this  respect. 
Onlv  when  this  change  occurs  can  the 
public  be  fully  blamed  if  it  continues  to 
support  enterprises  conducted  in  a  man- 
ner fundamentally  unsound.  Some  illus- 
trations of  unsound  methods  of  account- 
ing will  be  given  below.  1ml  here  it  may 
be  pointed  out  that  those  governments 
which  have  adopted  a  policy  of  public 
ownership  do  not  in  general  show  in 
their  accounts  the  total  amount  of  their 
obligations  to  the  public. 

Briefly  then,  one  of  the  principal  ob- 
jections to  public  ownership  is  that  puh- 
Jc  opinion  is  not  informed  fully  enough 
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Public  Ownership  and 


Third  Objection:  Management  of  Industrial  Enterprises  by  Government  Officials  is 
Ineconomical — Supplies  at  High  Prices  Are  Bought  From  Political  Friends. 


IV. 


The  third  objection  to  the  .conduct  of 
industrial  enterprises  by  Government 
officials  is  that  the  management,  except- 
ing in  very  rare  cases  (if  indeed  there 
are  any  notable  exceptions),  is  inecono- 
mical.  This  objection  may  be  regarded 
in  two  lights. 

First,  the  management  may  be  in- 
economical  in  the  wide  sense,  anil 

Second,  it  may  be  regarded  as  in- 
economical  in  the  sense  of  being  thrift- 
less or  extravagant. 

First.  In  the  wide  sense  management 
by  state  officials  of  industrial  enter- 
prises is  opposed  to  the  economical  in- 
terests of  the  community  because  the 
labor  and  capital  applied  to  such  enter- 
prises arc  less  productive  than  they  would 
be  if  they  were  controlled  by  voluntary 
agencies.  This  deficiency  of  production 
lias  made  its  appearance  in  practically 
all  experiements  in  public  ownership. 

The  reason  is  not  far  to  seek.  The 
employees  owe  their  position  not  to  ef- 
ficiency, but  to  political  services,  or  to 
political  favors. 

\  From  the  superior  down  to  the  least 
officials,  none  have  any  incentive  to  ex- 
ert themselves.  Their  positions  are  se- 
cure and  owins;  to  the  absence  of  tech- 
nical knowledge  on  the  part  of  the  poli- 
tical heads,  their  services  even  if  com- 
petently rendered  are  apt  to  be  unre- 
cognised. Thus  men  who  are  keen  in 
their  profession  do  not  enter  or  bavins: 
entered  leave  the  State  service.  The 
State  thus  comes  to  be  served  by  persons 
inferior  to  those  in  voluntary  employ- 
ment of  the  same  order  or  by  persons  of 
superior  character  who  have  been  dis- 
couraged and  spoilt  by  the  continual 
necessity  of  capitulating  to  political 
exigency. 

In  the  wide  sense  also  such  enterprises 
may  be  regarded  as  ineconomical  because 
they  make  for  legal  monopoly  under 
which  the  prices  charged  for  the  ser- 


vices to  those  who  use  them  are  not 
regulated  by  competition.  The  prices 
may  be  relatively  high  in  which  case  the 
using  public  suffer  or  they  may  be  be- 
low the  cost  of  the  service  in  which 
case  the  community  suffers  through  the 
tax  rolls.  In  either  case  the  prices  are 
arbitrary;  sometimes  for  Ion;:  periods  of 
time  they  are  determined  exclusively 
from  political  considerations  and  are  not 
related  to  technical  conditions. 

Second.  The  thrift'essness  of  govern- 
mental management  has  made  its  ap- 
pearance in  all  countries.  The  mingling 
of  politics  and  business  necessarily  pro- 
duces indifference  to  economy.  The  pur- 
chase of  supplies  from  political  friends 
contracts  the  market  and  therefore 
raises  the  price,  in  the  same  way  as  the 
employment  of  partisans  only  contracts 
the  market  and  increases  certain  sal- 
aries. Innumerable  eo-nmissions  of  in- 
Muiry,  both  in  Europe  and  America  have 
shewn  that  extravagance  is  a  very  usual 
concomitant  of  administration  .by  state 
officials. 

In  the  capital  of  our  own  country,  in 
one  or  other  of  its  provinces,  we  are 
seldom  without  one  or  more  of  these  in- 
vestigating commissions  and  the  evi- 
dence taken  before  these  points  in  gen- 
eral in  the  same  direction — \\v...  that 
governmental  administration  is  extrava- 
gant or  corrupt,  or  both.  Of  provincial 
inquiries  during  recent  years,  those  re- 
lating to  the  Manitoba  scandals  are 
most  significant. 

The  only  means  of  mitigating  the 
thrift!essness  inherent  in  governmental 
management  is  a  continuous  audit  by  an. 
auditor  appointed  bv  Parliament  and 
answerable  to  it  alone.  This  salntarv 
••heck  was  removed  by  Sir  Wilfrid 
Lanrier,  who  invented  the  Treasury 
Board  for  the  purpose  of  over-ruling 
tl'e  Auditor-General.  The.  consequences 
(o  the  interests  of  the  country  of  this 


The  Hydro-Electric  Commission. 


:  Lilly  apparent.    Soon- 
;•  later,  however,  they  must  become 
.  l>    obvious   in    the   increasing   num- 
ber of  scandalous  episodes.  Expenditure 
ii|».ti   the  National  Transcontinental   for 
<1   never   have   reached   its 
[present   colossal   proportions  unless  the 
.t  of  the  AinlitoMieneral  had 
hand  and  foot.  The  absenc. 
the  Dominion  and  in  the  provinces  of  a 
•••r  auditorial  control  independent  of 
nrncnt  has  durin?  the 
few   years   cost    the   country   as  a 
whole    hundred*    of   millions    of   dollars, 
one  ut;"  i-  at  all  acquainted  with 
fully  aware  of  this  fact ; 
who  criticize  the  znvernm> 

r  themselves  to  be  .1. 

|eet 

which  tends  to  place  further  economical 

•  r  jn  the  hands  of  the  same  govern  - 

••i     with     further    opportunities    of 

thriftier  management  and  even  of  posi- 

rruption. 

examples   of  jovernmental 
management   on   a   large  scale,  like   the 
•  lal  Railway  and  the  Xational 

tal.  and  like  the  Nfanir 
rnment    Telephones,    it    is    ama/iiu 
the  public  should  ;t, 
•<-ts  like  those  nf  the  Tlydrn-Fleetrie 
mission.     These   projects   are  of  ex- 
actly the  same  order  as  those  mentionel 
anil    are    equally    likely    to    involve    the 

.  i-rnment  Railway- 
have  been  all  a!on  -  of  expendi- 
rather  than  of  revenue,  while  the 
Manitoba  Telephones  have  been  conduct- 
ed all  alonz  at  a  loss,  while  the  rate- 
the  public  have  been  ineren- 

Flvdro-Electric  fommission  it  so 
mrhly  political  in  its  orijin  and  in 


its  conduct  that  it  can  only  be  managed 
by  and  for  i»olitieians.  The  inquiry 
which  is  now  in  progress  at  the  instanr. 
of  the  government  in  order  to  allay  pub- 
-uspieion.  may  be  counted  upon  t.. 
reveal  the  essentially  unsound  methods 
of  administration  which  are  alleged  t.. 
have  characterized  it.  The  published  ac- 
counts reveal  practically  nothing  except 
that  it  appears  even  from  them,  that 
large  sums  of  money  have  been  expend- 
ipon  unauthorized  extensions  and 
that  although  depreciation  reserves  are 

established,  the  fun.! 
preset! tin-.'    these 

to  be  found.  They  have  been  swallowed 
up  as  one  of  the  comrnissionerH  has  con- 
te*"  these  extensions 

not  having  been  properly  author 

•  f  the   most   seriou,  effects  of  in- 
il   management   on   the   part  of 

'   creates  in   the  market   for  m.v 

at,-  ,-r,-,lit    i. 

where  increase  of  taxation  to  n>< 
r  certain 

!>owers  of  the  community  as  a  whole 
are  at  once  diminishr  markets 

••lose«l  against  them  altogether  nn<> 
in  others  therefore  the  rate  of  interest 
rises.  This  effect  was  |.r.,,|. ,,,.,]  ;,,r 
ample  for  the  Saskatchewan  farmer 
when  the  Government  of  Saskatchewan 
multiplied  the  number  of  liens  prior  to 
a  mortiraee  and  thus  reduced  the  value 
of  the  security. 

Acts  of  expropriation   are  profoundly 

("economical  ';iey   interrupt   the 

continuity  of  economic  life  and   res- 
the  area  of  supply   both  of  money  and 
•is.    People  will  not  deal  with  a  conn 
try  which  takes  Ihiir.'s  for  nothing. 
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Fourth  Objection:  The  Tendency  to  Minimize  Risk  and  to  Underestimate  the  Amount 
of  Capital  Involved,  as  in  the  Case  of  the  National  Transcontinental 
and  the  Ontario  Hydro-Electric. 

V. 

incut  of  half  a  million  dollars  would  be 
Millicient.  The  expenditure  alrcad\ 
many  times  that  amount  and  further 
expenditures  are  inevitable.  Tlie  pro 
vincial  plant  has  cost  vastly  more  than 
the  original  estimates,  and  up  till  the 
[•resent  time  the  full  excess  over  the 
estimates  has  not  heen  disclosed.  K.\- 
CflBS  of  capital  expenditure  over  esti- 
mates is  difficult  to  defend,  and  there- 
fore the  Government  elect  to  conceal  it 
and  to  use  funds  lor  the  purpose  of  pro- 
viding the  excess  capital  that  should  not 
be  used  for  that  purpose.  \Ve  may 
probably  learn  I'rorn  the  report  of  the 
accountant  who  is  now  investigating  the 
affairs  of  the  IIydro-Klcct  ric  Commis- 
sion how  much  has  heen  expended  with- 
out authorization.  Meant  i  nc.  the'  pub 
lished  accounts  lea\e  n>  in  the  dark,  ex- 
cepting for  the  fact  that  the  reserve 
funds  have  been  used  up  in  this  man- 
ner, an  absolutely  indefensible  proceed- 
in^. 

By  means  such  ns  this  and  hy  rhetori- 
cal exaggeration  of  the  advantages  ol' 
a  subsidized  power  supply,  the  promo- 
lers  of  the  "llydro-Klectric  enterprise 
have  drawn  the  province  gradually  into 
enormous  expenditures,  and  thev  arc 
still  doinir  so.  Although  the  country  is 
at  war.  and  although  the  nioney  market- 
is  exhibiting  the  effects  ,,t'  that  condi- 
tion, the  peonle  are  forced  by  the  Hy- 
dro-Electric Commission  to  supnlv  con- 
stantly increasing  amounts.  Within  the 
past  twelve  months  (he  commission  has 
added  at  least  fS.OOil.Oim  to  (lie  debt  of 
the  province,  and  now  proposes  to  add 
another  $1.300,000.  Tt  is  needless  to  sav 
that  the  bonds  representing  the  first 
mentioned  of  these  sums  have  not  been 
absorbed.  What  must  be  the  effect  upon 
the  credit  of  the  province  of  placin •• 
furl  her  la  rue  sums  upon  the  market? 
Tn  the  future  these  issues  must  increase 


The  fourth  objection  to  the  adoption 
of  a  policy  of  management  of  industrial 
enterprises  by  state  ollieials  is  the  ten- 
dency to  minimix.e  the  risk  and  to  un- 
der-estimate  the  amount  of  capital  in- 
volved. The  reason  for  this  tendency 
is  that  in  nearly  all  cases  of  so-called 
public  ownership,  the  step  is  taken  on 
I  political  grounds  and  the  technical  as- 
Ipeets  of  the  enterprises  are  customarily 
subordinated  or  neglected,  if  a  plan  is 
settled  as  a  matter  of  policy,  exact  es- 
timates illicit  be  merely  disturbing.  If 
the  people  were  told  explicitly  what  the 
scheme  must  cost  them,  they  mi<rht  not 
permit  it  to  be  carried  out.  Canada 
presents  many  examples  of  this  ten- 
dency. 

The  most  conspicuous  of  these  is  the 
National  Transcontinental  Railway.  It 
will  be  remembered  that  when  the 
scheme  was  introduced  the  statement 
was  made  on  behalf  of  the  (iovernment 
that  the  net  cost  to  the  public  would 
be  not  more  than  $13..")()0.()00.  No  pro- 
per estimates  were  made  before  the 
work  was  undertaken  and  no  .proper 
statement  has  un  till  the  present  true 
been  made  of  the  actual  cost  to  the 
country  of  that  project:  but  everyone 
now  reali/.es  that  the  cost  to  the  coun- 
try is  unlikely  to  fall  short  of  thirl  v 

times  il riuinal  estimate  and  with 

hisrh  probability  may  be  fully  fortv 
times  as  much.  If  the  people  had  bee-i 
fold  the  truth  about  the  scheme  it  would 
have  been  impossible  to  induce  them  to 
commit  the  country  to  an  expenditure 
of  from  three  to  five  hundred  million 
^dollars  for  a  Government  railway. 

Another  example  is  the  Hvdro-Elec- 
tric.  The  original  so-called  estimate 
for  both  the  provincial  and  the  munici- 
pal shares  in  the  enterprise  were  gross- 
ly understated.  The  people  of  Toronto, 
for  instance,  were  told  that  an  invest- 
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Fifth  Objection:  The  Reluctance  of  Political  Control  to  Provide 
for  the  Continuity  of  the  Enterprise. 


VI. 


The  fifth  objection  to  official  manage- 
ment of  industrial  enterprises  is  reluc- 
tance on  the  part  of  the  political  con- 
trol to  provide  for  the  continuity  of  the 
>  enterprise  by  setting  aside  adequate  de- 
preciation and  reserve  funds  and  by  em- 
ploying these  exclusively  for  the  pur- 
poses for  which  they  are  set  aside.  The 
temptation  to  deduct  from  the  real  cost 
of  a  service  the  items  mentioned  and 
to  exhibit  as  the  cost  a  -jauch  lower  sum 
is  frequently,  and  in  the  early  stages 
of  such  enterprises,  almost  invariably, 
yielded  to  by  the  politicians.  Since 
their  single  aim  in  promoting  the  en- 
terprises is  to  maintain  themselves  in 
power,  they  feel  themselves  obliged  to 
redeem,  at  least  in  form,  the  ill-con- 
sidered promises  they  have  made,  by 
stating  the  cost  at  a  fictitious  figure. 
Even  where  they  do  nominally  set  aside 
depreciation  and  reserve  funds,  they 
frequently,  as  in  the  case  of  the  Hydro- 


Electric,  employ  these  funds  for  the  ex- 
tension  of  the  system  or  otherwise,  in- 
stead of  using  them  as  such  funds 
ought  invariably  to  be  used,  'ihe  his- 
tory of  the  Manitoba  Telephones  is 
highly  significant  in  this  connection. 
Ignorant  as  the  Government  was  of  the 
technique  of  large  enterprise,  at  the  be- 
ginning of  the  public  ownership  of 
telephones,  it  scoffed  at  the  idea  of  set- 
ting aside  any  depreciation  fund.  This 
went  on  for  a  few  years  until  the  an- 
nual expenditure  come  to  be  so  great 
that  enormous  deficits  had  to  be  admit- 
ted, these  deficits  being  aggravated  by 
the  circumstance  that  no  fund  for  the 
replacement  of  worn-out  plant  had  been 
created.  So,  also,  when  a  depreciation 
fund  was  established  some  years  after 
the  plant  had  been  acquired,  the  Govern- 
ment utilized  the  funds  for  general  pur- 
poses and  did  not  regard  them  as  sacred 
for  the  purpose  for  which  they  were 
created. 


September  2,  1910. 


Tli  i   Hydru-K  mn  tuition. 
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>i\th  Objection:  The  Tendency  to  Promote  the  Illusion  That  Profits  Inhere  and  to 
Disregard  the   Factors  of    Economy    and    Skilful    Management — Many 
Mistaken    Conclusions   at    Which    the   Public   ia    Likely    to 
Arrive  Without  Analyzing  Condition*. 


VII. 


-i.\th  objection   t«.  the  condm  t   ••( 

-trial     enterprise-     '.\     <  ii>vernment 

alg  is  "the  tendency  t»  promote  the 

-ton  that  profits  inhere  in  industrial 

'•prise    and    to    disregard    the     fact 

that,  save  in  rare  rases  of  adventitious 

profits,  these  arr  omy  and 

-kill  in  management." 

This    tendency    makes   it*   appearance 
in  practically  all  project-  t..r  the  trans 
of     industrial     enterprise)*     to 
Hlic  ownership.''     Tho  in-oss  profits 
«re    usiin  -ded    as    not:    and    the 

-sary    provision    for    thp    continuity 
•IP    enterprise    throiisrh    the    alloea- 
"f   portions  of  these  profits  If 
••   IK  not   taken   into  account.     It   is 

by    the    public    ai. 
>t   even  by  the  promoters  of  the 
that   the  earning*  of  all   *<irli 
rprises   fluctuate,  and   that  'whil. 
private    enterprises    dividends    are    not 
•marily    paid    unless    sufficient    pn. 
fits  are  earned  to  pav  them,  or  unless  a 
fur.'l    has   been    established    out    of   pre- 
•i    profit*    for    the    equalization 
•lends,  the  interest     upon    bonds    is 

•lip  credit  of  the  public  mii«- 
paid  whether  profits  are  earned  or 

A    conspicuous   case   of  the   disadvan- 
tage of  "public  ownership"  under  con- 
ditions »f  depression   is  afforded   by   thp 
parallel  cases  of  the  docks  at  Liverpool 
and  at   Txmdon.  Tn   Hie   former  case  the 
-  arp  under  the  control  of  a  rwhlic 
•i  the  latter  case  thev  are 
under  control  of  joint   stock  companies 
The   '  '),H-k  Board  was  obliged  to 

nay  interest  upon  its  bonds  during  a 
lone  period  prior  to  1R«fl,  althotish  HIP 
docks  were  not  vieldinjr  interest,  while 
durincr  the  ^ame  nerio<1  the  dividends 
and  interest  upon  HIP  shares  nnd  bon'1« 
of  the  chief  Ix>ndnn  docks  were  cut  d«>«'i 
nominal  amonnt.  or  suspended  alto- 


The  illn-i"ii  t-tiat  proiits  art-  inherent 
in  industrial  enterprises  not  only  tends 
to  induce  the  public  to  sanction  increas- 
ed expenditures  upon  services  under- 
taken by  a  public  authority,  but  also 
tends  to  induce  opposition  to  the  in- 
crease of  capital  by  private  enterprises 
where  legislative  authority  is  necessary 
to  increase  such  capital.  It  is  oh\ 
to  anyone  who  studies  industrial  fluc- 
tuations that  the  investment  of  capital 

-  not    necessarily   involve   return    in 
the  form  of  interest.     Large  sums  were 
invested,  for  example,  by  the  municipali- 
ties and   other  pnblic  bo-lies  in   Ontario 
in  railway  enterprises  which  have  never 
paid  any  dividend*,  and  in  all  probabil- 
ity never  will  pay  any. 

The  earnings  of  industrial  enterprises 
.le|>end  upon  three  broad  factors — the 
eeneral  economic  conditions  of  the  time, 
the  special  statntory  conditions  of  the 
placp.  and  the  skill  with  which  the  en 
|prpri*«-s  are  managed.  Over  the  gen- 
eral economic  conditions  the  Govern- 
ment has  no  more  control  than  any  vol- 
untary orzaniwtions.  Over  the  statn- 
torv  conditions  it  has  a  certain  control 
and  this  may  be  directed  towards  tlie 
encouragement  of  private  enterprise  in 
the  community,  or  towards  the 

•  i-nt  of  it.       Owin?  to  circumstances 
which  have  been  indicated  in  a  prp\  ; 
article,  the  Government  is  not  in  so  fa- 
vorable a    position   to   employ    first    rate 
skill   as  a   voluntary  orzanir.ation   under 
normal  conditions.    The  history  of  muni- 
cipal  and   provincial   offices   in   the  Pro- 
vince   of   Ontario    affords    frequent 
nmples    of   skilful    direction,    bein-.'    per- 

•itly    thwarted    by    political    ecu 
erntions     and     of    consequent     abandon 
ment  of  their  positions  by  di-'ieartened 
officials  who  were  able  to  do  their  dutv 
if  thev   had   necn   allowed   t<>  do  it. 


1'nblir  O/c//o-.--/i//j  mil/ 


In  large  private  enterprises,  it  is  no- 
toriously dilliciilt  tn  obtain  cii!ii|)ctent 
superior  management.  The  'presidents 
of  railway  companies  in  this  country 
and  in  the  United  States  receive  sala- 
ries much  larger  than  those  of  Cabinet 
Ministers,  and  in  genera!  they  receive 
them  because  they  are  worth  the 
amounts  they  are  paid,  and  because  thev 
cannot  be  obtained  I'or  less.  In  Sta! 
enterprises  where  inferior  skill  is  cus- 
tomarily employed,  and  where  political 
interference  is  more  or  less  constant,  the 
indirect  costs  of  management  are  im- 
mensely greater  than  the  direct  costs 
For  example,  gratuitous  management 
ol'  a  State  enterprise  may  cost  (lie  coun- 
try many  times  what  adequately  com- 
pensated management  might  cost  it.  In 
voluntary  organizations  incompetent 
management  has  generally  a  brief  ca- 
reer: but  in  a  State  enternrise  where 
the  manager  has  been  appointed  by  poli- 
tical influence,  an  incompetent  manager 
may  remain  indefinitely  through  the  ex- 
ercise of  the  same  agency. 

In  a  voluntary  enterprise,  the  al 
of  adequate  return  to  capital  can.iot  long 
be  concealed.  Exasoerated  shareholders 
would  soon  make  their  influence1  fr.lt  if 
there  was  any  reason  to  believe  (bat  the 
absence  of  dividends  was  due  to  absence 
of  skill  in  conducting  the  business.  In 
State  enternrises  (hi-  absence  of  return 
mav  easilv  be  covered  no  bv  the  mani- 
pulation of  accounts.  F.snecially  if  the 
sreneral  resources  of  the  Government 
Treasury  are  oncn  to  the  management, 
the  process  of  distfuisinsr  the  real  state 
ef  matters  mav  g-o  on  for  years. 

Tt  is  true  fbat  the  institution  of  a 
subsidi/ed  enterprise  and  its  competi- 
tion wilh  voluntarily  established  con- 
cerns, may  result  in  reduction  of  the 
price  to  the  consumers  of  the  commo- 
dity involved.  This  reduction  in  price 
mav  l-e  initiated  1'v  t''e  Slate  enterprise 
and  mav  be  rendered  imssihle  through 
the  diminution  of  the  costs  of  produc- 
tion, bv  means  of  increased  economy  of 
management,  by  subsidies  from  the 


••ral  revenue,  or  by  means  of  disgui>e 
ol'  the  real  cost  through  unsound  nook' 
keeping. 

In  State  enterprise  the  first  is  ex- 
tremely rare,  if  not  quite  unknown;  the 
ad  is  the  usual  means  by  which  re- 
duction in  price  is  effected,  and  the  fact 
is  usual!)  concealed  by  the  third.  I,Y 
iluctions  obtained  by  this  means  cannot 

<>ne    day    the    unsoundness    of 
method    must    be   apparent. 

The  reduction  in  price  may.  however. 
be  initiated  by  the  previously  existing 
voluntary  org-ani/ations  which  lorestall 
the  stale  enterprise  and  meet  the  com- 
petition of  it  by  voluntarily  reducing 
their  prices.  Such  a  condition  of  mat- 
ters may  make  the  task  of  continued 
existence  very  hard  for  both  pnrtic-: 
but  especially  hard  for  the  Stale  enter- 
prise. I  lie  managers  of  which  are  unable 

to  ccmlitct    their  business  so  eeoi 

ly    as    those    of    the    private    enterprises. 
If,   however,   the   private  enterprises   sin- 
cunib  in  the  struggle  of  competition,  the 
State    enterprise    is   left    in    possession    of 
ti;e    Held    and    then    it     must    be    openly 
subsidized   out    of  the  general    public   re- 
venue or  it    must    endeavor  to  make  ends 
meet    by    increasing    its    net     reveniH 
some    manner.      Tn    either   case    the   com- 
petition   is    at    an    e:id.    the    Stale    enter- 
prise   is    in    full    possession    of   a    im- 
poly,    and    the    cost    to    the    community 
tends    to    increase:    indeed,    if    may    in- 
<-rea>e     to    a     point    2:1  eat  ly    above    the 
point    which   it   attained   before  the  com 
petition    of   the    state    enterprise    In  • 

It  is  a  matter  of  experience  that  tho-e 
who  eiiiov  the  benefits  of  the  supply  of 
commodities  at  or  below  cost  i.e..  cost 
to  the  makers  of  these  are  extremely 
reluctant  to  sacrifice  any  part  of  this  en- 
joyment by  paying  more  for  them  than 
they  have  been  paying.  When  the  com- 
modities are  supplied  by  voluntary  agen- 
cy, the  consumers  are  helpless.  The 
price,  'ow  or  high,  is  determined  in  the 
market-  and  the  consumer  must  take 
his  chances  there:  but  where  a  State 
monopoly  is  concerned,  the  price  is  .not 


•  IK    deterruii:.  le|\    l>v 

' 

-.    •«<!     >•  .1    in 

it.        There  arc    n 

h«"  illy    IK*!. 

'etn- 
••'  irn-i  in 

•nil 

v    lint   nri 

'onronre 
mf  nf  i 


aded 

e  be- 

lls.lr..  Kir  in,-      pr..|.a-.Mii,lii 
wa«    the    ill 

••h    liu.l    I... 

in   a 

•i :    their    iii-t 

nil 
l>y  ' 

. 

.   tinnnrinl   mi' 


28 


Public  Ownership  and 


.Seventh  Objection:  The  Tendency  to  Overman  Such  Enterprises  and  to 
Engage  Men  on  Political  Grounds. 


V11I. 


Tlie  seventh  objection  to  the  policy  of 
management  of  industrial  enterprises 
by  public  officials  is  the  tendency  to 
overman  such  enterprises  and  to  engage 
employees  on  political  rather  than  0:1 
technical  grounds.  This  tendency  mani- 
fests itself  alike  in  state  and  municipal 
employment  of  all  kinds.  The  exten- 
sion of  the  activities  of  public  bodies  in- 
to the  field  of  industry  greatly  enlarges 
the  area  of  patronage  and  increases  the 
cost  of  it  to  the  public. 

There  are  many  notorious  examples 
of  loss  to  the  community  through  the 
employment  of  excessive  numbers  of 
persons  in  public  offices.  In  a  recent 
case  in  one  of  the  eastern  provinces,  a 
Dominion  official  was  dismissed  on  poli- 


tical grounds,  and  on  the  same  grounds 
four  persons  were  employed  to  fill  his 
position.  Similar  conditions  exist  in 
Federal,  state  and  municipal  employ- 
ment in  the  United  States.  In 
those  cases  where  municipal  enter- 
prises have  been  transferred  to  volun- 
tarily organized  joint  stock  companies, 
large  numbers  of  unnecessary  employees 
have  been  gradually  discharged  until 
the  enterprise  was  brought  into  a  busi- 
nesslike condition. 

The  point  is  familiar  to  everyone 
who  has  any  acquaintance  with  such 
matters.  It  would  be  wonderful  if  the 
Hydro-Electric  enterprise  were  free 
from  such  a  tendency. 


September  23,  1916. 


Hydro-Electric  Commission. 


Kighlh  Objcrlion:    lemleiin   ID  hi\  I'rice  at  an  Arbitrary   Amount. 


The   eighth   <•  •  .*  the  tendetiex 

to  fix   the  price  at   which  a  public  ser- 

fat  an  arbitrary  amount 
without   regard   to  the   technical   condi- 
tions of  the  enterprise.    The  most  con- 
spicuous   example   of    this    tendency    is 
the  sixpenny  telegram  in  Great  Britain. 
The  amount  of  one  halfpenny  per  word, 
'i     a    minimum   charge   of   sixpence, 
wan  fixed   tor  the  whole  of  the  I'nited 
•ii  when  the  telegraphs  were  pur- 
ehased   ••  .eminent.       This  uni- 

form charge,  was  settled  upon  largely  on 
•ii-al    grounds,    although    there    was 
thought   to  be  an  analogy  between  the 
>    post  and  the  sixpenny  telegram 
in   respect   to  the  resilience  of  the 

I'iiis  anticipation  was  not  real- 

.  and  the  consequence  has  been  that 

the    telegraph   system    has   involved    an 

nitons    annual    loss    ever    since    the 

ia.it-  wa- 
Tliere  are  man 

lar  character  which  need  not  be  d.- 
tailed  here;  but  as  there  is  a  certain 
analogy  between  the  rases  of  the  i 
graphs  'anil  telephones  on  the  one  hand 
and  the  supply  ..t  ,  leetrical  power  on 
the  other,  it  seems  worth  while  to  indi- 
cate the  ground  of  this  analogy.  There 
are  certain  industries  to  which  what  i- 
ealled  the  law  of  increasing  returns  is 
specially  applicable.  If,  for  exan  ; 

employment  of  $1,000  in  the  manu- 
facture of  nails  of  a  certain  type,  i 

-  a  return  say  of  10  per  cent,  when 
nails  are  sold  at  say,  a  dollar  a  bar- 
rel, it  may  be  found  that  the  emplox. 
ment  of  $100,000  in  the  manufacture  of 
the  same  type  of  nail  yields  a  return 
of  say  20  per  cent,  when  nails  are  - 
at  flfty  cents  a  barrel.  The  increase  of 
Capital  produces  an  ineren-  irn 

and  may  be  counted  upon  to  do  so  un- 
til, owing  to  the  excessive  production  of 
nails,  a  point  i«  arrived  at  when  no  • 


ther  increase  of  capital  will  produce  an 
increase  of  return. 

Capital  and  Return 

This  result  will  obviously  follow  whe- 
ther the  manufacture  is  conducted  under 
conditions  of  competition  or  under 
monopoly.  That  is  to  say,  that  at  some 
point  in  the  curve  of  the  increase  of 
capital,  what  is  called  the  law  of  dimin- 
ithint;  return  comes  into  play.  All  in- 
dustries correspond  to  this  rule;  some, 
however,  are  of  such  a  nature  that  the 
law  of  increasing  return  applies,  aa  it 
were,  longer,  that  is  to  a  greater  extent 
of  increase  than  other  industries.  From 
the  point  of  view  of  increasing  return, 
those  industries  which  have  to  do  with 
the  manufacture  of  commodities  subject 
to  steady  demand  which  ran  be  readily 
standarized  and  can  therefore  be  made 
liy  means  of  machinery  almost  auto- 
matic in  its  action,  may  be  regard"! 
aa  favorable  industries,  whereas  those 
which  do  not  afford  beyond  a  certain 
not  distant  point,  an  increase  of  return 
to  capital  are  non-favorable  industries. 

The  services  of  the  telegraph,  the 
telephone,  mill  electric  power  are  exam- 
ples of  unfavorable  industries  in  this 
sense.  The  reason  is  that  while  the 
capital  in  the  favorable  industry  ia  only 
applied  to  it  when  the  demand  reaches  a 
point  when  an  increase  of  capital  is  ne- 
cessary to  enable  the  anticipated  de- 
mand to  be  met  while  previous  incre- 
ments of  capital  are  still  engaged  in 
production,  the  capital  in  the  unfavor- 
able industry  may  have  ceased  to  be 
productive  and  yet  fresh  demand  ne- 
cessitates the  application  of  continued 
increments  of  fresh  capital  whether  the 
particular  increment  in  question  can  be 
counted  upon  to  yield  an  adequate  re- 
turn or  not. 

Thus,  for  example,  a  telegraph  line  is 
laid  at  considerable  cost  to  a  remote  dis- 


ip  mid 


trict.  For  a  time  this  district  uses  the 
telegraph  to  such  an  extent  that  an  ade- 
quate return  is  received  upon'  the  in- 
vestment, but  for  seme  reason  the  dis- 
trict declines  and  the  telegraph  line 
ceases  even  to  pay  operating  expenses 
while  it  returns  nothing  upon  the  capi- 
tal invested.  Meanwhile  another  dis- 
trict develops,  which  demands  te4e- 
graph  facilities.  These  have  to  he  given 
or  the  telegraph  enterprise  would  fail 
to  keep  faith  with  the  public,  but  the 
increase  of  capital  which  is  involved  in 
the  process  of  supplying  fresh  demand 
does  not  necessarily  mean  increased  re- 
turn upon  the  total  capital  employed. 
While  in  the  case  of  the  telegraphs  the 
demand  arises  from  communities  in  the 
case  of  telephones,  the  demand  arises 
from  individuals  and  thus  in  the  tele- 
phone business  there  is  even  more  fluc- 
tuation of  demand  and  a  large  part  of 
the  capital  invested  in  wires,  etc.,  re- 
mains dormant,  and  is  sometimes  lost 
altogether,  although  the  number  of  users 
of  the  telephone  is  constantly  increas- 
ing. The  telephone  also  offers  another 
kind  of  rase  of  the  law  of  diminish- 
ing return,  because  the  cost  of  working 
any  individual  telephone  increases  with 
the  number  of  connections  with  which 
that  telephone  is  brought  into  contact. 
The  consequences  of  increasing  numbers 
of  connections,  even  although  these  may 
only  be  possible  and  not  actually  em- 
ployed connections,  are  that  switch- 
boards become  more  and  more  compli- 
cated, the  total  plant  more  intricate, 
and  the  investment  of  capital  per  con- 
nection thus  tends  to  increase,  and 
therefore  the  return  to  capital,  the  rate 
being  the  same,  tends  to  diminish. 

The  service  of  electrical  power  is 
analogous  to  a  la  rue  extent  to  the  ser- 
vice of  the  telephone.  Tn  it  also  then1 
is  much  fluctuation  of  demand  and  there 
is  also  much  dormant  capital.  People 
who  use  electric  light  or  power  aban- 
don the  use  of  it  or  change  their  resi- 
dence the  residence  remains  empty 
for  a  time  or  perhaps  is  removed  t.i 
make  wav  for  a  larger  building — the 


connections  which  have  been  made  yield 
no  return  for  a  time,  or  have  to  be  re- 
moved— in  one  case  the  capital  they  re- 
present  is  dormant  and  in  the  other  at 
least  a  portion  of  it  is  lost. 

The  Example  of  Manitoba 
These  conditions  are  perfectly  well 
understood  by  those  who  are  in  the  res- 
pective businesses  of  supplying  tele- 
graph, telephone,  or  electric  lighting 
services,  but  they  are  by  no  means  al- 
ways understood  by  those  who  assume 
the  role  of  advocates  of  "public  own- 
ership." 

In  Manitoba,  when  the  propaganda 
for  "public  ownership"  was  initi- 
ated by  the  Government,  the  Premier. 
Sir  Rodmond  Roblin,  spoke  of  the 
"false  theory"  that  the  more  num- 
erous the  telephone  subscribers  in 
an  exchange,  the  greater  the  cost  of 
the  exchange  per  telephone.  Not  many 
years  elapsed  before  the  Manitoba  Govern- 
ment found  to  its  cost  that  the  "theory" 
which  it  regarded  as  "false"  was  re.illy 
a  statement  of  practical  experience.  He- 
fore  this  elementary  fact  was  discovered, 
however,  the  Manitoba  Government  had 
promised  "to  cut  the  telephone  -rates  in 
two,"  and  had  actually  so  far  attempted 
to  redeem  this  promise  by  a  reduction  in 
the  rates.  Knowing,  as  they  afterwards 
admitted,  nothing  whatever  about  the 
subject,  they  decided  upon  the  rates  quite 
arbitrarily  without  any  regard  to  the  tech- 
nical conditions.  These  rates  were  not 
based  on  economical  but  on  purely  politi- 
cal grounds,  with  the  consequence  that 
the  Government  found  it  necessary  to  in- 
n-case the  rates  for  urban  telephones  in 
order  to  avoid  the  hopeless  bankruptcy  of 
the  scheme.  Had  politics  not  been  min- 
gled with  the  business  of  the  telephones. 
the  promise  never  would  have  been  made 
and  had  the  Government  known  anything 
ab"iit  the  business  it  presumed  to  manage, 
the  rates  would  have  been  fixed  exclusive- 
ly on  technical  grounds. 
Danger  of  Politics  in  Hydro-Electric 

Development. 

[One  of  the  great  dangers  of  the  Hydro- 
Klectric  scheme  is  that,  like  the  Manitoba 


•i  mission. 
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••iit.  it  will  set  aside  all  technical 

i  ml  on  political  grounds  fix  rates 

'.<   it  will  find  impossible  to  su- 

•  itlier  making  hisher  differential 

-•>me  places  or  disjrtiisin?  the  ae- 

-  such  a  manner  as  to  conceal  the 

-  a  time. 

••  is  another  element  in  the  II 
rase  which  affords  an  example 

•  f  law  in  question.     Tlii-;  element  the 

uimission   has  already 

r«-d.    The  first  contract  which  it 

•  power  was  made 

•t    tO    |MI     111'.    :'•..     nd    has    been 

Mil 

uake  the  third  contract  and 

at  what  price  will  it  be  able  to  produce 

electrical  power  on  iti  own  account  f    It 

is  obvious  that  as  Niagara  is  drawn  upon 

re,    the  cost    of   installing 

•s.  other  thin?*  being  eqnal,  must  be- 

>r.-j 

•  fronHhis,  the  estimates  and  the 

•hese,  which  were  made 

when    th.  Klertrir     seherre     was 

••  years  ajro,  were  founded 

•is  of  wares,  etc.,  which  then 

•  -I.  but  •  'Hirer.    Kither  the 


wait  until  the  Hurtun- 
tions  of  wages  am)  the  \>r\.  rtain 

-•  them  to  the  point    at 
which   their  estimates   took  r   it 

will  require  t<i  pay  substantial  iner. 
ii|«.n  il-  • 

ilial  scheme — railways  in   the  nt-i-.'libor- 
.•reat  towns  exhibit  erf  at  fli. 

'  ho  is  fa- 
miliar   with   the  'I  f  twenty-five 
years  ajro.  remembers  the  pair  of 
of  rusty  iron  which  represented 
anliripat                   tin.  promoters     of  the 
"K.I:    I.                  Toronto   ha«    pros 
since  then,  but  that  project  Ins  not  • 
retired. 

As  indicated  in  A 

very  careful  inquiry  would  have  to  be 
made  by  competent  and  experienced  per- 
sons into  the  likelihood  of  effective  de- 
mand arisinir  in  this  province  within  any 
measurable  period  of  years,  for  a  radial 
m  involving  so  much  capital  as  is 
indicated  by  the  scheme  of  the  Hydro- 
Tic  Tommisnion.  If  the  public  are 
lured  into  support  of  the  scheme,  the  lurr 
will  be  rates  based  upon  political  and  not 
on  technical  srrounds. 


October  7.   Htlfi. 
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Ninth  Objection:  Tendency  Towards  Frequent  Crises  in  Management. 

X. 


The  ninth  objection  to  the  official  ad- 
ministration of  industrial  enterprises  is 
the  tendency  toward  frequent  crises  in 
the  management  resulting  from  the  fun- 
damental unsoundness  of  the  methods 
customarily  adopted. 

The  tendency  previously  noticed  to 
minimize  the  risks  of  the  enterprise  to 
make  political  appointments  to  techni- 
cal positions,  toward'  interference  by 
the  politicians  with  the  technical  man- 
agement; to  avoid  the  creation  of  re- 
serves against  depreciation,  to  provide 
inadequate  working  capital  for  the  con- 
duct of  the  business,  to  fix  tlie  rates 
for  the  service  on  political  rather  than 
technical  grounds,  andi  other  similar 
tendencies,  result  in  frequent  crises 
During  these  crises1,  the  question  of 
"public  ownership"  becomes  a  political 
issue,  critics  of  the  system  in  general 
and  of  the  particular  scheme  in  ques- 
tion are  vigorously  denounced  and  rhe- 
torical speeches  are  delivered  instead  of 
plain,  businesslike  statements.  Some- 
times the  crisis  ends  in  a  Commission 
of  Inquiry.  Often  this  Commission  is 
cunningly  devised  to  shield  the  Govern- 
ment. Since  the  Commission  is  invari- 
a<blv  appointed  by  the  Government,  it 
would  be  the  height  of  ineratitude  for 
its  verdict  to  be  otherwise  than  favor- 
able to  the  administration.  If  some 
one  has  to  be  blamed,  the  blame  must 
rest  somewhere  else  than  on  the  shoul- 
ders of  the  Government. 

The  Case  of  Manitoba. 

In  this  connection,  as  in  several  oth- 
ers which  have  preceded,  an  example 
mav  be  drawn  from  the  case  of  Mani- 
toba. There  the  Telephone  Commission 
was  subject  to  frequent  crises.  In  the 
first  crisis,  the  Commissioners  fount! 
themselves  under  the  necessity  of  ex- 
pending out  of  the  revenue  of  n  single 
year  a  large  amount  upon  replacement 
of  worn-out  material.  This  amouiif 
should  have  been  provided  nut  of  a  de- 
preciation reserve,  but  as  the  Govern- 


ment scorned  the  idea  of  creating  such 
a  reserve,  there  was  no  fund  upon  which 
to  draw.  The  result  of  this  operation 
was  that  the  Commissioners  had  to  re- 
port a  heavy  deficit  in  the  accounts  of 
the  year.  The  next  crisis  occurred'  when 
the  Commissioners  insisted  upon  raising 
the  telephone  rates.  This  raised  so 
great  a  storm  that  the  Government  had 
to  appoint  a  so-called  Royal  Commis- 
sion for  the  purpose  of  inquiring  into 
the  Telephone  Department.  As  was  to 
be  foreseen,  the  crisis  ended  with  the 
vindication  of  tlie  Government  by  the 
obedient  Commission  and  the  sacrifice 
of  the  Telephone  Commissioners.  An- 
other incipient  crisis  occurred  when  (ho 
Public  Utilities  Commissioner  who  had 
been  entrusted  with  the  oversight  of  the 
telephones  in  succession  to  the  former 
Telephone  Commissioners,  also  resigned. 
Indeed,  the  Manitoba  Government  tele- 
phones have  been  in  a  chronic  state  of 
crises  from  the  beginning  of  their  his- 
tory. 

Hydro-Electric  Crises. 
The  Hydro-Electric  Commission  has 
had  a  somewhat  similar  career.  Its 
whole  history,  indeed,  is  a  record  of  a 
succession  of  crises  with  no  appreciable 
intervals  of  time  between  them.  In 
Jsreneral,  these  crises  were  due  to  ismor- 
ance  on  the  part  of  those  who  promoted 
and  managed  the  system,  to  consequent 
want  of  foresight  and  to  nesleet  of  the 
most  ordinary  provision  for  eontinten- 
cies.  The  customary  method1  of  escape 
from  these  crisps  was  to  commit  a  breach 
of  the  law  and  then  to  press  through  the 
local  Legislature  a  special  Act  declar- 
ing that  the  breach  of  the  law  should 
not  be  regarded  as  a  breach  of  the  law. 
In  spite  of  the  fact  that  at  the  outset 
of  its  career  the  Hydro-Electric  Com- 
mission secured  for  itself  extremely 
wide  powers,  which  indeed  it  exercised 
in  a  bivrhlv  arbitrary  manner,  it  found 
that  these  powers  were  inadequate  and 
ench  year  came  before  the  Legislature 
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••king  for  further  and  further  powers, 
in  many  instances  these  powers  having 
already  been  illegally  exercised  by  the 
Commission.  In  respect  to  the  statu- 
tory powers  to  expend  and  to  raise 
m-mey,  the  Commission  has  been  shown 
by  the  Provincial  Auditor  to  have  been 
always  expending  money  illegally.  Its 
almost  invariable  practice  appears  to 
have  been  to  spend  the  money  and  then 
ask  for  authorization.  All  these  inci- 
dents ot  :  IT  trie  admiinstra- 
B  have  been  due  to  want  of  foresight 
as  has  been  said,  alone  out  of 
want  of  knowledge  on  the  part  nf  the 
administration. 

British  Investors  Alarmed. 
The  most  important  crisis  in  the  early 
history  of  t  '-trie  occurred 

in  1906.  when  the  companies  which  had 
been  granted  leases  for  the  genera 
of  power  at  Niagara  and  had  her: 
vestinz  funds  secured  chiefly  fr-.'u  Hri 
tish    investors,   in   plants    under    these 
leases,  became  alarmed  at  the  policy  of 
the  Government.     Their  represtntatives 
went  to  Sir  Jam-  -   V.  lion  Pre- 

mier, to  ascertain  precisely  th«  nature 
of  that  po!;  •  r  James  Whitney 

i    them   distinctly     that    the  Govern- 
ment   bad   no   intention    of    interfVr.n ; 
with  vested  interests.     He  assured  them 
in    the  most   positive   manner   that    the 
.  power  which  was  to  be  distributed  by 
\lhe   Hydro-Electric    Commission    » 

be  srenerated  by  it,  hut  would  '••• 
••••lia««-'l  by  it  from  the  generating 
npanies.  He  said  decisively,  that  for 
the  Hydro-Electric  Commission  to  gen- 
erate power  on  its  own  account  would 
be  a  breach  of  the  agreement  the  Gov- 
ernment hid  entered  into  with  the  com- 
panies. Thin  statement  of  the  Premier 
was  accepted  in  (rood  faith  hy  the  eom- 
panies  and  the  declaration  .then  Hindi- 
led  to  further  expenditures  upon  plant 
on  behalf  of  the  companies.  The 
eenors  of  t>-e  late  Sir  Jam.-*  Whitney 
and  the  I •  mmission 

have  absolutely  iznored  not  merely  the 
solemn  enzasrement  made  hy  the  Premier 
in  behalf  of  the  Government,  but  in  de- 


fiance also  of  explicit  written  contracts 
have  done  the  very  thing  the  Govern- 
ment guarded    itself  against    in    1906. 
have  done  the  thing  which 
lames  Whitney  described  as  a  breach 
of  contract. 

Ihe  By-laws  of  1908. 
An  important  crisis  of  the  Hydro- 
Elect  ric  Commission  arose  over  the  pass- 
ing of  the  Municipal  By-laws  in  1908. 
After  these  by-laws  had  been  passed  by 
a  number  of  municipalities,  their  legal- 
was  railed  in  question  and  it  was 
decided  by  the  court  that  the  provisions 
of  the  Ontario  Municipal  Art  in  respect 
to  the  information  to  be  supplied 
to  the  electors  in  the  by-law  had  not 
been  complied  with.  Retroactive  legis- 
lation was  then  passed  in  order  to  le- 
galize the  contracts  mad«  between  cer- 
tain municipalities  and  the  Hydro-Elec- 
tric. 

I  be  Toronto  and  London  Contract*. 
Another  important  rrisis  arose  when 
actions  were  entered  to  set  aside  the 
contracts  between  the  Commission  and 
the  cities  of  Toronto  and  Londur 
on  the  ground  of  ^ntntion 

on  the  part  of  the  Commi- 
rejrar.Hm:  the  obligation  of  these  city 
corporations  in  respect  to  t'u-  contracts, 
at  a  Hat  of  the  Attor- 
ney-General was  necessary  to  enable  the 
actions  to  be  tried.  The  Attorney-Oen 
oral  (the  late  Sir  James  Whitney)  re- 
fused to  grant  a  flat,  upon  the  strange 
md  that  he  "could  not  divest  him- 
self of  the  knowledge  that  the 
was  'intended'  to  validate  the  con- 
tracts in  question."  This  ground 
was  elearly  irrelevant,  yet  the  At- 
t-.riii-v  fJeneral  assumed  the  power 
(which  he  may  or  may  not  really  have 
had)  to  refuse  a  flat,  which  he  did. 

•;  the  transmission  line  from  Nia- 
gara was  erected,  instead  of  following 
the  usual  practice  in  respect  to  ease- 
ments and  lease*  of  land  for  the  line, 
the  Ily.'r"  Klectric  Commission  resort- 
ed to  arbitrary  measures  which  neces- 
sitated further  special  legislation. 
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Absence   of   Foresight. 

It  has  been  remarked  that-  lack  of 
foresight  has  many  times  led  the  Hy- 
dro-Electric Commission  into  critical 
situations.  This  is  especially  true  with 
regard  to  the  crisis  aibout  power. 
From  the  beginning1  they  grossly  under- 
estimated the  effect  upon  the  demand 
for  electrical  power  which  the  mere  pro- 
mise of  "power  at  cost"  would  pro- 
duce when  that  promise  was  made  by  a 
Commission  with  the  financial  resources 
of  the  province  behind  it.  The  Com- 
mission also  greatly  underestimated'  the 
cost  of  producing  power  and  took  no 
account  of  the  limitation  in  the  supply 
of  water  'toy  the  International  agree- 
ment between  Canada  and  the  United 
States. 

All  of  the  estimates  of  the  quantity 
of  power  which  might  be  demanded 
were  too  low.  The  consequence  of  this 
underestimate  has  been  frequent  fail- 
ure of  current  and  constant  complaints 
on  the  part  of  the  Commission  that  they 
had  not  enough  power.  At  the  present 
time  the  Commission  is  involved  in  a 
power  crisis  of  this  kind.  It  has  in- 
creased its  purchase  of  power  and  has 
also  undertaken  to  generate  .power  on 
its  own  account.  But  the  available 
margin  between  the  amount  of  water 
which  may  be  taken  under  the  interna- 
tional agreement  and  the  amount  which 
is  now  taken  is  not  great;  and  it  is 
obvious  that  the  only  way  in  which  the 
Hydro-Electric  Commission  can  conduct 
its  business  is  either  to  raise  the  price 
in  order  to  diminish  the  demand  for 
power  or  to  reduce  the  amount  of  water 
which  the  companies  may  use.  If  the 
latter  expedient  is  adopted,  and  the  pro- 
cess of  reduction  has  already  begun, 
the  companies  must  eventually  give  u,p 
business. 

October  14,  1916. 


The  tendency  towards  frequent  crises 
in  the  management  of  industrial  enter- 
prises under  official  administration  was 
illustrated  by  examples  from  the  history 


of  Manitoba  telephones  and  the  Ontario 
Hydro-Electric  Commission.  The  most 
important  recent  crisis  in  wlliich  the  lat- 
ter was  involved  may  be  described  as  a 
political  crisis,  in  which  the  main  issue 
was  the  Government  of  Ontario.  The 
Hydro-Electric  Commission  advanced 
the  pretension  that  owing  to  its  in- 
fluence with  the  municipalities  it  held 
the  political  control  of  the  province,  and 
that  unless,  the  Cabinet  yielded  to  its 
demands,  it  would  defeat  the  Cabinet  at 
any  election  which  might  take  place,  or 
in  the  event  of  an  election  being  post- 
poned, that  it  'would  transfer  its  in- 
fluence to  the  Opposition,  and  by  this 
means  defeat  the  Government.  The  de- 
mands of  the  Hydro-Electric  Commis- 
sion were,  to  say  the  least  of  it,  exor- 
bitant beyond  belief.  It  demanded  all 
the  funds  which  it  considered  necessary 
for  its  fantastic  schemes,  and  it  demand- 
ed also  that  ifche  expenditure  of  these 
funds  should  be  exempt  from  audit.  In 
other  words,  the  Commission  should  re- 
ceive a  blank  cheque  from  the  Govern- 
ment, and  should  not  be  required  to  give 
any  account.  Although  the  Cabinet  hail 
previously  shown  itself  to  be  incredibly 
weak  in  yielding  to  the  Conn'mission.  and 
had  under  the  pressure  of  suppositions, 
political  influence  acquiesced  in  many 
irregularities,  these  demands  were  too 
much,  and  with  a  propriety  which  was 
almost  greater  than  might  have  'been  ex- 
pected, it  refused. 

The  Hydro-Electric  organs  did  not 
spare  the  Government ;  but  if  the  Gov- 
ernment had  gone  farther  and  refused 
absolutely  to  give  the  Hydro-Electric 
Commission  any  further  facilities  for 
exploiting  the  credit  of  the  province,  it 
would  have  earned  the  lasting  gratitude 
of  the  people  of  Ontario.  Had  it  drawn 
the  line  sharply,  it  would  have  avoided 
either  for  itself  or  its  successors  the 
complete  recasting  of  tlhe  system  of  taxa- 
tion of  the  province,  which  must  in- 
evitably result  from  the  necessity  of  pro- 
viding out  of  the  general  revenue  of  the 
province  for  the  enormous  deficits  which 
must  be  incurred  by  the  Commission.  It 
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is  quite  obvious  that  at  the  present  time 
;>rimipal  revenue  of  tlie  province  is 
derived  from  tin-  joint  stock  compan 
which  carry  >.n  business  within  Us  boun- 
daries. 

If  the  conduct  of  the  Government  ren- 
ders it  impossible  for  such  companies  to 
carry  •  n  business,  the  Government  must 
tinil    its    ri-vi-nue    otherwise   than    f n  in 
roaeliment  by  th~r 

-rnmerrt    or    !•  .issions   insti- 

:  liy  it  must  involve  ilitninislied  re- 

<  m  these  joint  stock  companies. 

-  clear  that  ere  Ion?  the  Provincial 

••rnment  imi*t  report  to  another  form 

M  order  to  secure  the  re- 

ie  necessary  to  conduct  the  business 

:ice.     If  every   sen  ice  ren- 

,1  by  the  tiovernment  or  by  its  < 

missions  is  to  be  rendered  "at   e«*t," 

and   if  the  (iovcrnment   monopolizes  all 

f  can  remain  nothing  for 

the  genera!  service  of  the  State. 

than    n  '"   its  size, 

.irio    require*    the   aid    of   external 
ital   to  i'.'  -   resource*.     This 

••loprrr.ent    has   been    retarded    in    the 
pa.-  .'  and  ill-advised  gov- 

nental  {>•  •  irh  |M>liry  i«  I 

^'.ns^nences  most  be 
retardation  of  further  development. 

The  Present  Power  Crisis. 

The  crisis  in  which  the  Commission  i* 

now  involved  is  a  power  crisis,  in  which 

they    are    encountering   a   demand    for 

ilated  by  the  temporary  re- 

•  •n  the  one  hand  to 

the  effort  on  t/ie  part  of  the  Commission 

to  redeem  their  pledges  to  supply  cheap 

•n  the  other  to  tlie"  effort  on 

••'   of  the  companies  to  compete 

nission,  subsidised  as  it   is 

.ind  the  municipal 

••»  which  have  been  fixed  by  the 

are  purely  arbitrary;   thev 

have  no  relation  to  t  at  which 

r*'ntinnou*ly  sold,  snd 

ition  to  (tie  increasing 

demand.     The  conditions  hmnght  About 

'  t '•••   H\ilr>  i 

•nmis<»ion,    in<  -d    aw    it 

was  and  :-  in  th< 


prises,  has  de«noraHBe<l  the  power  mar- 
ket. It  is  true  that  the  condition  is  un- 
doubtedly temporary,  and  that  the  Com- 
mission muat  a4  some  point  cease  to  be 
ab!e  to  increase  its  supply  of  power.  ^ 
Then  it  will  become  apparent  to  the  - 
eral  public  that  the  credit  of  the  pro- 
vince has  been  engaged,  the  resources  of 
the  province  raortjcajred,  and  the  income 
of  tie  province  drawn  upon  for  the  pur- 
POM  of  providing  a  certain  number  of 
municipalities,  and  in  these  a  certain 
number  of  individuals,  with  electrical 
power  not  "at  cost,"  but  be'.ow  cos*,  and 
at  the  expense  of  the  province.  When 
the  general  public  have  become  fully 
•ware  of  that  fact,  the  Ih-lr.v-Klectrie 

.nission  must  raise  its  rates;  and  in 
the  raisin?  of  them  they  must  lo*e  cus- 
tomers, and  go  on  losing  them,  until  all 
the  customer*,  whose  only  inducement 
tu  take  power  was  the  relative  cheap- 
nea*  of  it  at  soeeeasive  points  on  the 
!*ra!e  of  prices,  have  been  e!imimi 

nwhile,  the  Hydro  -Klertric  Com- 
mission, through  the  demoralization  of 
the  market  for  power,  will  have  driven 
private  enterprise  oat  of  the  field,  if  not 
entirely,  at  least  so  far  as  some  estab- 
lished and  all  new  enterprises  »re  con- 
cerned. 

A  Dog  in  Manger  Policy. 

In  this  connection  it  is  instructive  I' 
notire  that  the  policy,  (which  can  nn\\ 
fittingly  be  described  as  that  of  a  doi: 
in  a  manger,  adopted  about  twenty  years 
ago  by  some  of  the  larger  municipalities 
in  Great  Britain  and  supported  by 
Parliament  and  by  the  Electrical  !>>• 
partment  of  the  Board  of  Trade  both  of 
which  were  terrorized  by  the  political 
influence  of  the  municipalities)  ac- 
counts wholly  for  the  slow  development 
of  electrical  enterprise  in  Oreat  Britain. 
I'nder  private  enterprise,  the  most  im- 
portant early  advances  in  electric  light- 
ing were  made  in  Great  Britain;  these 
advances  were  checked  and  a  promising 
industry  restricted  and  almost  totally 
mined  by  the  conjoint  action  of  the 
municipalities  and  Parliament.  The  fear 
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that  any  one  should  make  a  profit  out  of 
a  public  service  became  a  kind  .of  panic 
and  the  inevitable  result  was  that  no 
one  wanted  to  provide  service  for  the 
public,  the  municipalities  showed  them- 
selves quite  incompetent  to  do  so,  the 
public  service  steadily  declined  in  effi- 
ciency and  the  electrical  industry  was  al- 
most ruined.  The  most  remarkable  per- 
iod of  invention  and  improvement  in 
public  lighting  took  place  when  electric 
lighting  under  the  management  of  private 
enterprise  competed  with  gas  lighting 
under  municipal  management.  Gas  light- 
ing in  many  cities  was  enormously  im- 
proved, while  electric  lighting  gradually 
won  its  way  to  a  commanding  position 
ities  began  to  undertake  the  supply  of 
for  public  lighting,  when  the  municipal- 
electric  light,  as  well  as  gas,  the  process 
of  development  was  arrested  and  Great 
Britain  fell  behind.  This  circumstance 
reacted  upon  the  manufacturing  of  elec- 
trical appliances.  The  manufacturers 
looked  abroad  for  their  market,  while 
the  municipalities  strangled  the  elec- 
trical business  in  the  interests  of  their 
gas  departments. 

Strangling  Private  Enterprise. 

The  course  of  history  sketched  above 
may  be  regarded  as  indicating  the  almost 
inevitable  course  of  history  in  the  im- 
mediate future  of  Ontario.  The  power 
crisis  will  be  surmounted  by  the  Hydro- 
Electric  strangling  every  private  enter- 
prise in  the  province  which  in  any  way 
competes  with  it,  absorbing  all  the  power 
which  it  can  find  means  to  develop  and 
then  when  it  possesses  a  statutory  mon- 
opoly of  electrical  industries  attempting 
to  raise  its  rates  in  the  same  arbitrary 
fashion  as  it  lowered  them.  To  obtain 
a  supply  of  power  in  any  particular  case 
will  require  the  exercise  of  political  pres- 
sure and  the  province  must  rapidly  glide 
into  a  hopelessly  demoralized  condition. 
Meanwhile  the  electrical  manufacturing 
industry  will  be  strangled  in  the  same 
way  as  the  same  industry  was  strangled 
in  Great  Britain  and  as  the  industry  of 


distributing  power  has  been  strangled  in 
Ontario. 

It  is  very  significant  that  whether  aid- 
ed or  not  by  an  active  lobby,  alleged 
to  have  been  carried  on  by  the  Hydro- 
Kleetric  Commission  at  Albany  (a  very 
questionable  proceeding)  the  buildiirj 
radial  lines  in  Ontario  by  private  enter- 
prise, has  been  impeded.  The  determin- 
ation of  the  Hydro-Electric  Commission 
to  stamp  out  by  any  means  all  competi- 
tion must  thus  be  rendered  absolutely 
certain.  Private  enterprise  which  has 
been  applied  directly  to  the  rendering  of 
public  services  has  been  the  first  to 
suffer.  In  a  short  time,  we  shall  be  told 
that  it  is  quite  impossible  for  the 
Hydro-Electric  system  to  pay  expenses  so 
Ions;  as  it  is  being  held  up  by  con- 
scienceless manufacturers  of  electrical 
supplies  and  compelled  to  pay  exorbi- 
tant prices  for  these.  The  Commission 
will  argue  that  this  proceeding  will  force 
it  into  manufacturing  on  its  own  account. 
It  may  therefore  be  expected  to  embark 
upon  the  construction  of  street  railway 
cars,  and  of  electrical  plant  of  all  kinds. 
The  consequences  of  this  expansion  of 
the  activities  of  the  Hydro-Electric 
must  be  the  ruin  of  one  of  our  most 
promising:  industries  and  the  driving  of 
our  electrical  engineers  out  of  the  coun- 
try. 

October  21,  1916. 


Consequences   of  the   Power   Crisis 

It  has  already  been  remarked  that 
the  Commission  is  now  in  the  throes 
of  a  power  crisis,  the  causes  of  which 
have  already  been  noticed.  Some  of  the 
consequences  of  the  crisis  remain  to  be 
considered.  Relief  has  been  sought  by 
forcing  the  companies  now  generating 
lias  been  done,  one  of  the  companies 
electricity  to  supply  power,  not  at  the 
market  price  of  it  but  at  an  arbitrary 
price  fixed  by  the  Commission.  This 
has  been  forced  to  sell  power,  al- 
though it  appears  that  the  price  has 
not  been  definitely  fixer).  It  must 
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be  remembered  that  the  Hydro-Elec- 
tric svstem  nowhere  provides  for  an 
alternative  steam  supply.  This  cir- 
cumstance renders  their  supply  very  un- 
certain and  handicaps  the  system  in  view 
of  the  fact  that  at  least  some  of  their 
present  competitors  (as  for  example  the 
Toronto  Electric  Lieht  Co.)  possess  an 
alternative  steam  plant  which  indeed  is 
called  into  requisition  and  is  found  to 
be  advantageously  so  called  even  when 
the  emerzency  of  a  failure  of  the  power 
from  Niagara  does  not  occur.  Thus  the 
>ctric  Commission,  by  forcing 
the  generating  companies  to  sell 
power  through  it,  may  throw  upon  these 
;>anies  an  increasing  obligation  tn 
supply  alternative  steam  power  v 
at  the  same  time  the  Hydro-Electric 
Commission  is  doing  its  utmost  to  pre- 
vent the  companies  from  obtaining  cap- 
ital for  any  purpose  whatever. 

The  crisis  in  which  the  Commission  is 
at  present  involve]  is  a  crisis  arising 
from  deficiency  of  power  but  it 
must  be  remembered  that  the  con- 
ditions under  which  the  system  must  be 
worked  involves  the  acquisition  of  power 
in  large  amounts  and  not  in  small  in 
erements.  Thus  the  next  cri-i*.  when  the 
tipewv  power  plan  is  developed,  must 
be  *  crisis  in  which  there  is  not  a  defi- 
ciency of  power,  but  a  surplus  of  it.  1 
can  this  crisis  be  relieved  f  Only  by  sell- 
ing nower  out  more  chennh  still 
further  to  stimulate  demand,  or  start- 
ing enterprises,  especially  radial  rail- 
ways for  the  purpose  of  using  up  the 
power  regardless  altogether  of  whether 
or  not  these  enterprises  meet  their  ex- 
penses. 

The  Treaty  Crisis 

n  the  plans  of  the  Hydro-Electric 
as  at  present  formulated  are  fully 
carried  out,  the  whole  of  the  power 
at  Niagara  Falls  available  under  treaty 
will  be  utilized,  and  then  two  concurrent 
crises  will  emerge — one  a  treaty  crisis 
and  the  other  a  financial  crisis. 

The   treaty   between    Canada   and    the 
I°nifed    State*   restricts   the   nmoiint    <'f 


power  which  may  be  taken  respectively 
by  each  country.    This  treaty  was  con- 
cluded after  a  long  period  of  negotia- 
tion.    An  influential  body  of  opinion  in 
the  United  States  was  strongly  averse  to 
the   impairment   of  the   beauty   of  the  • 
scenery  of  the  Niagara  Falls  and  their 
surrounding   by    the   utilization   of   the 
water  for  industrial  purposes.       With 
much    difficulty   a   compromise    was   ar- 
rived at,  and  each  country  was  permitted 
to  withdraw  •  certain  amount.    The  ac- 
tion of  the  Hydro-Electric  Commission  in 
proposing  to  draw  water  from  the  Chip- 
pewa  River  has  reopened  the  question, 
and  correspondence    has  already    taken 
place  on  the  subject  between  Washing- 
ton and  Ottawa.    The  Dominion  Govern- 
ment has  indicated  that  the  water  power 
which  the  Ontario  Government  propose* 
to  take  will  not  exceed  the  amount  as  at 
present  determined  by  treaty.     Yet  the 
projects  of  the  Hydro-Electric  go  fsr  be- 
yoml  this  amount.     If  these  projects  are 
carried  out,  the  whole  question  must  be 
definitely  reopened.     It  is  quite  conceiv- 
able that  the  reopening  of  it  might  result 
in  a  more  or  less    scute    iDternation.il 
crisis;  and  it  murht  be  that  at  a  critical 
moment  in  the  relations  of  the  two  coun- 
tries,  the   question    would    be   still    un- 
settled and  discussion  of  it  might  be  in- 
dent and  even  dangerous.    Rhetoric 
about  the  "white  coal"  of  Niagara  will 
not  avail  against  the  determined  opposi- 
ti'm  of  people  in  the  United  States,  who 
are  not  disposed  to  permit   the  destruc- 
tion of  what  they  consider  a  great  na- 
tional asset.     Even   the  prospect  of  re- 
ducing the  inrice  of  oower  bv  a  dollar  or 
two  will  not    appeal    to    then    as    suf- 
ficient   compensation.       Moreover,    dis- 
turbance of  the    existing    arrangement, 
arrived  at  with  so  much  pain*,  may  not 
redound  to  the  advantaee  of  Canada.  No 
one  who  is  familiar  with  the  history  of 
the     negotiation*     which    preceded    the 
treaty,  and  of  the  arrangement  which 
placed  the  question  in  the  hands  of  the 
International    Waterways     Commission 
on  certain   terms,  would  rashly   disturb 
the  existing  arrangement,  and  brine  th's 
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thorny  and  difficult  question  once  more 
into  the  field  of  international  .politics. 
Yet  this  is  where  the  heedless  projects 
of  the  Hydro-Electric  are  inevitably 
leading. 

The  Financial  Crisis 

Another  crisis  than  this  last  men- 
tioned is  even  more  imminent.  Deficits 
in  the  Hydro-Electric  are  inevitable  for 
a  long  time  to  come  and  no  matter  how 
these  may  be  disguised  by  the  system  of 
accounting,  some  day  they  must  come 
demonstrably  to  light.  The  deficits  of 
the  municipal  enterprises  which  are  al- 
ready apparent  must  react  upon  the  ac- 
counts of  the  Commission  sooner  or 
later. 

We  must  thus  anticipate  at  no  dis- 
tant period  of  time,  a  serious  financial 
crisis  in  the  Hydro-Electric  affairs. 
The  crisis'  will  no  dou'bt  toe  attributed 
to  the  conditions  engendered  by  the  war; 
but  this  must  be  regarded  as  a  wholly 
unjustifiable  attribution.  The  crisis  will 
be  due  to  fundamental  defects  in  the 
whole  structure  and  conduct  of  the  Hy- 
dro-Electric system,  to  the  want  of  pro- 
vision of  adequate  capital,  to.  the  want 
of  anticipation  of  the  demand  which 
must  be  created  by  arbitrary  fixation  of 
the  price  and  to  the  general  defective 
conditions  of  a  technical  kind,  custom- 
ary in  public  enterprises. 

No  one  can  tell  at  the  present  moment 
at  what  date  the  war  will  come  to  an 
end;  but  no  prophet  is  needed  to  tell  us 
that  for  a  long  time  thereafter  the  de- 
mands mpon  the  money  market  toy  Gov- 
ernments in  Europe  and  elsewhere  will 
be  great  enough  to  keep  the  rate  of  in- 
terest relatively  very  high.  The  enor- 
mous mass  of  the  public  debt  of  all  coun- 
tries, so  greatly  enhanced  by  the  war, 
must  lead  to  extreme  economy  in  Gov- 
ernmental expenditure.  The  financing  of 
the  huge  loans,  past  and  future,  must  in 
the  nature  of  the  case  be  so  difficult  to 
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manage,  that  every  effort  must  by  force 
of  circumstances  be  made  by  all  Govern- 
ments to  reduce  their  gross  requirements 
for  all  purposes  to  the  smallest  prac- 
ticable limits.  Any  Government  that  at- 
tempted to  increase  its  total  of  obliga- 
tions unnecessarily  would  apeeddly  find 
itself  frozen  out  of  the  money  market. 
Neither  the  Dominion  nor  the  Provincial 
Governments  of  Canada  can  be  per- 
mitted to  exploit  the  gallantry  of  the 
Canadian  troops  and  the  value  of  their 
.services  in  the  war  by  vulgar  appeals  for 
money  on  the  ground  of  that  gallantry 
or  these  services.  Even  if  they  did  so, 
the  appeal  must  fall  on  deaf  ears,  for 
the  stupendous  magnitude  of  the  obliga- 
tions which  must  exist  at  the  close  of  the 
war  must  of  necessity  prevent  such  ap- 
peals from  being  heeded. 

On  narrower  grounds  than  these,  how- 
ever, it  may  well  be  that  so  far  as  the 
Hydro-Electric  Commission  is  concerned, 
further  demands  for  capital  may  be  re- 
fused until  and  unless  adequate  evidence 
is  forthcoming  of  the  soundness  of  the 
financial  basis  of  its  credit.  So  long  as 
there  remains  no  provision  by  means  of 
a  sinking  fund  or  otherwise  for  the 
amortization  of  its  obligations,  and  so 
long  as  there  is  no  independent  audit  of 
its  accounts,  further  credit  is  likely  to 
be  firmly  refused. 

Some  time  ago  it  was  announced  that 
a  well-known  firm  of  accountants  had 
been  employed  to  make  an  investigation 
into  the  Hydro-Electric  accounts..  No 
report  from  this  firm  has  yet  been  pub- 
lished. It  may  be  that  the  investigation 
has  not  yet  been  concluded;  but  until  it 
has  been  concluded  and  until  a  satis- 
factory report  upon  past  expenditures 
has  been  produced,  it  would  be  mere 
folly  on  the  part  of  any  Government  to 
commit  the  credit  of  the  province  any 
further  than  it  has  already  been  com- 
mitted to  the  highly  speculative  schemes 

of  the  Hydro-Electric  Commission. 

28,  1916. 
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Tenth  Objection:   Absence  of  Board  of  Directors. 
XI. 


The  tenth  objection  to  the  conduct  of 
industrial  enterprises  by  Government 
officials,  is  the  absence  in  the  manage- 
ment of  a  properly  constituted  board  of 
••tors  accustomed  to  deal  with  af- 
fairs of  magnitude  and  the  substitution 
for  such  a  body  of  a  committee  of  poli- 
ticians, or  the  nominees  of  politicians, 
appoints  relation 

to  their  administrative  rapa< 

Ihe  board  of  a  large  joint  stock  com- 
pany is  customarily  composed  of  four 
classes  of  persons  in  varying  propor- 
-.  These  classes  are  as  follows: — 
••tors  with  a  technical  knowledge  of 
the  industry  or  business  in  which  the 
company  carries  on  operations,  directors 
who  have  been  trained  in  or  in  close 
association  with  the  company  or  with 
privately  organized  firms  which  preced- 
ed the  formation  of  the  company,  an  1 
who  are  therefore  familiar  with  its 
transactions  and  met  business, 

directors  who  are  specially  qualified  for 
dealing  with  the  larger  financial  ar- 
rangements which  the  company  may  fin<l 
it  necessary  to  make,  and  finally.  <! 
tors  who  are  representative  of  or  who 
are  themselves  large  investors  in  the  en- 
-ise. 

•re  of  the  directors  may  belong 
to  all  of  these  classes;  but  in  the  com- 
position of  a  prop'  :tiitcd  l.oird. 
all  of  the  classes  mast  be  represented, 
and  in  all  successful  and  permanent 
joint  stock  companies  there  must  be  a 
certain  proportion  of  each  class  on  tb« 
hoard.  As  a  matter  of  experience,  it 
\tremely  difficult  to  attain  this  ideal, 
especially  in  the  I'nited  State*  and  Can- 
ada, where  business  enterprise  of  mag- 
nitude is  a  comparatively  new  growth. 
-  not  difficult  in  Great  Britain,  Hol- 
land, or  France;  and  for  that  reason 
there  is  mneh  jrreater  stability  in  joint 
<es  in  these  countries  than 
there  is  in  similar  enterprise*  in  Amer- 
ica. 

The  Public  Attitude. 

There  is  also,  it  must  be  said,  less  pro- 


vocation of  public  hostility  towards 
joint  stock  enterprise  in  Europe  than 
there  is  in  America  because  such 
enterprise  is  customarily  conducted  in  . 
Kurope  with  greater  skill,  with  greater 
sense  of  responsibility  and  regard  for 
the  relation  between  the  permanent  in- 
terest of  the  company  and  the  perman- 
ent interest  of  the  public.  It  may  be  re- 
marked also  that  these  characteristics 
are  not  infrequently  accompanied  by  a 
conservatism  which  to  the  feverish  en- 
ergy of  the  American  company  promo- 
ter may  seem  another  name  for  inertia. 
Yet.  in  the  ease  of  the  I'nited  States  for 
some  years,  and  in  Canada  for  a  shorter 
period,  for  the  most  part  through  imi- 
tation, there  baa  arisen  a  movement 
whieb  at  times  has  risen  to  a  furore 
against  "corporations."  These  "cor- 
porations" are  of  course  joint  stock 
panics  whose  shares  and  other  secu- 
rities are  held  by  hundreds  of  thous- 
ands of  the  very  people  who  have  joined 
in  the  furore  against  them. 

In  Kurope  no  such  furore  has  arisen 
and  the  corporation  or  joint  stock  com- 
pany has  not  been  dragged  into  politics 
in  the  same  manner  as  it  has  been  drag- 
ged into  politic*  in  the  I'nited  States 
and  Canada.  The  reason  lie*  partly  in 
the  management  of  joint  stock  enter- 
prises in  the  respective  regions  and 
to  a  larger  extent  in  the  manoeuvre* 
in  America  of  politicians  who  have 
found  corporation  baiting  a  profitable 
sport.  On  the  other  hand,  politician 
have  been  able  to  blackmail  the  corpor- 
ations and  at  the  same  time  enhance 
their  own  prestige  in  the  eyes  of  the 
public.  The  presence  of  a  few  enthu- 
siastic, unworldly  but  ill-instructed  peo- 
ple, has  given  the  movement  a  certain 
specious  air  of  respectability,  while  the 
movement  has  also  been  aided  by  the 
arroiranee  of  some  of  the  company  pro- 
moters whose  methods  and  manners  are 
universally  disavowed  by  serinim  and 
able  organizers  of  business  enterprises. 
When  the  public  incited  by  the  politi- 
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cians,  directs  its  wrath  indiscriminately 
against  all  corporations  because  some  of 
them  do  wrong,  or  are  alleged  to  do 
wrong,  it  is  invariably  an  indication 
either  that  the  courts  of  law  are  not 
courts  of  justice,  or  that  the  legisla- 
tive and  executive  powers  are  incom- 
petently exercised.  In  a  democratically 
constituted  Government  there  need  ba 
no  difficulty  in  preventing  joint  stock 
companies  from  committing  'breaches  of 
the  law;  nor  should  there  be  any  dif- 
ficulty in  devising  legislation  for  the 
purpose  of  safeguarding  the  public  in- 
terest against  any  possible  attack. 

Furore   Against   Corporation   Against 
Public  Interest 

If,  therefore,  the  politicians,  support- 
ed by  a  public  movement  which  they 
have  engineered,  engage  in  a  campaign 
against  joint  stock  enterprise,  they  must 
t>e  held  to  be  engaged  also  in  a  cam- 
paign against  the  public  interest.  It 
cannot  be  in  the  interest  of  the  commun- 
ity to  prevent  or  even  to  discourage 
spontaneous  co-operative  effort.  To  do 
so  is  to  drive  energetic  and  able  men 
out  of  the  country  and  to  prevent  the 
importation  of  capital  into  it.  Above 
all,  this  is  true  in  a  country  like  Can- 
ada, where  there  is  as  yet  comparative- 
ly slender  accumulation  of  capital  when 
the  amount  of  it  is  considered  in  rela- 
tion to  the  requirements  for  the  devel- 
opment of  our  natural  resources  and 
where  the  immigration  of  effective  and 
energetic  people  is  urgently  needed. 

Opposition  to  Co-operation. 
The  rationale  of  the  movement  against 
corporate  and  co-operative  effort  prolb- 
ably  lies  in  the  fact  that  Canada  is  still 
predominantly  an  agricultural  country 
and  that  the  farmer  is  characteristically 
opposed  to  co-operation  in  any  form. 
His  natural  enemies  are  the  loan  corpor- 
ation, which  holds  the  mortgage  on  his 
farm,  the  implement  manufacturing 
corporation,  which  holds  his  notes  for 
his  agricultural  machinery,  and  the  rail- 
way corporation  which  charges  him 
rates  of  freight  upon  his  grain,  which 
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from  his  point  of  view  are  always  ex- 
orbitant. Quite  naturally,  the  farmer  is 
under  the  impression  that  he  controls 
the  Government  and  that  therefore  if 
all  these  services  were  rendered  by  the 
Government  he  could  himself,  through 
his  control  of  the  Government,  regulate 
the  charges  for  all  of  these  services. 

It  is  possible  that  such  a  policy  could 
be  developed;  but  long  before  it  became 
perfected,  Canada  would  have  lost  all 
her  industries,  and  would  have  become 
an  exclusively  agricultural  region. 

The  reasons  for  this  conclusion  will 
appear  whenever  the  objection  against 
public  ownership,  as  stated  at  the  head 
of  this  article,  is  fully  realized.  The 
committees  or  commissions  entrusted  by 
the  executive  Government  with  the  eon- 
duet  of  enterprises  under  public  owner- 
ship are  almost  invariably  appointed  on 
political  grounds.  In  almost  none  of 
them  are  any  of  the  classes  catalogued 
above  represented.  The  Executive  Gov- 
ernment is  not  wholly  to  blame  for  thai- 
condition,  excepting  in  the  sense  that 
if  it  could  execute  a  statute  of  self-ab- 
negation, the  condition  might  be  alter- 
ed. The  condition  is  due  to  the  fact, 
as  experience  has  practically  invariably 
shown,  that  a  commission  appointed  by 
the  Government  acts  under  the  con- 
trol of  the  Government  and  under 
constant  pressure  of  interference 
by  it.  Competent  persons  will  be  re- 
luctant to  risk  their  reputations  by  ac- 
cepting positions  upon  such  commissions, 
even  with  guarantees  of  freedom  upon 
political  pressure.  Thus,  the  commission 
appointed  by  a  Government  to  manage 
an  industrial  enterprise  is  upon  its 
organiation  almost  never  competent.  In 
course  of  time,  some  of  the  members  of 
a  commission  may  probably  learn  the 
business,  although  such  a  process  of 
education  is  extremely  expansive  to  the 
public;  but  when  they  have  become  ac- 
quainted with  the  details  of  the  business, 
the  invariable  consequence  is  that  they 
quarrel  with  the  Government  on  the 
ground  of  political  interference  and 
throw  up  their  position  in  disgust. 
4,  1916. 
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In  those  enterprises  the  successful 
conduct  of  whicii  requires  not  merely 
technical  knowledge  of  a  business  but 
capacity  for  considering  dispassioi.. 
ly  and  determining  promptly  matters  of 
industrial  policy,  the  politician  is  con- 
spicuously oat  of  place.  So  also  he  :s 
out  of  place  in  those  enterprises, 
successful  conduct  of  which  requires  a 
knowledge  of  finance  and  experience  in 
the  practice  of  it. 

The  board  of  directors  of  any  indus- 
trial organization  which  does  not 
keep  steadily  in  .-ontinuity  of 

the  enterprise  would  be  faithless  to  the 
trust  which  has  been  placed  in  it  by  tlio 
rs.    The  political  commission  is 
in  .1  An  adverse  • 

•he  legislature  on  a  question  of  gen- 
eral   policy    might   sudden'.y    throw   the 
••rnment  out  of  power  and  the  com- 
mission  would  sooner  or  later  have  to 
follow  it ;  ;.o  matter  how  successfully  it 
it  have  conducted  the  enterprise  in 
which  it  was  particularly  interested. 

The  Political  Influence. 
The  political  commission  has,  therefore 
no  inducement  to  jecure  continuity.  The 
conduct  of  the  enterprise  must  be  sucli 
as  to  contribute  towards  the  mainten- 
ance of  political  power  in  the  hands  of 
the  party  which  has  appointed  it,  ami 
other  and  more  permanent  interests 
•  t  be  sacrificed  for  that.  This  atti- 
tude necessarily  influences  decisions  up- 
on what  ought  to  be  purely  technical 
questions,  viz.,  the  fixation  of  rates  for 
service  and  the  appropriation  of  depre- 
ciation and  sinking  funds. 

•  the  point  of  view  of  the  tech- 
nical management  of  an  industrial  en- 
terprise the  absence  of  a  skilled  board  U 
a  great  disadvantage.  The  success  of 
the  enterprise  may  be  compromised  by 
a  decision  on  political  grounds  of  which 
th«  technical  management  may  wholly 
disapprove.  Thus,  for  example,  a  rate 
for  a  service  may  be  determined  by  n 
political  commission  against  technical 
advice  and  with  the  foil  knowledge  that 
the  permanence  of  the  lerviee  might  be 


compromised.  Again,  also  technical 
managers  quite  competent  for  the  exer- 
cise of  their  p«>per  functions  are  not 
unusually  unable  to  determine  questions 
of  general  industrial  policy.  In  the  State 

re   they   generally   look   in   vain    t"   • 
their  commission  or  committee,  of  man- 
agement for  guidance. 

Experienced  Directors  Necessary. 
In  general  when  propagandists  of 
"public  ownership"  are  demonstrating 
its  advantages  on  the  platform,  they 
make  much  of  the  circumstance  that  a 
great  saving  must  be  effected  by  the 
elimination  of  the  "headquarters  staff" 
or  of  an  expensive  board  of  director*. 
This  p'.ea  was  as  matter  of  fact  mad  • 
for  example  when  the  Manitoba  Govern- 
ment Telephones  were  projected.  In 
that  case  the  headquarters  staff  was  dis- 
pensed with  and  the  consequences  were 
disastrous. 

In  so  highly  complicated  a  business  as 
the  supply  of  electrical  power  and  the 
administration  of  radial  railways,  some 
thing  more  is  necessary  than  the  em- 
ployment of  teehnieal  assistance  in  the 
narrow  sense.  The  superior  direction 
especially  in  large  questions  of  policy 
must  reside  in  the  board  under  what 
ever  name  it  may  be  called,  and  unless 
this  board  u  thoroughly  experienced  in 
the  business,  enormous  losses  may  read- 
ily be  incurred  in  a  very  short  period. 
Such  faults  of  management  occur  no 
doubt  in  some  industrial  enterprises 
conducted  on  the  voluntary  principle; 
but  state  and  municipal  enterprises  are 
much  more  certainly  and  frequently 
subject  to  these  faults  of  management 
for  the  simple  reason,  that  the  manaeers 
have  something  else  to  think  about  than 
the  mere  conduct  of  the  business,  viz., 
the  political  effect. 

It  is  matter  of  experience  in  cases 
where  an  industrial  enterprise  is  con- 
ducted by  a  political  committee,  that  it 
is  extremely  difficult  for  the  technical 
management  to  secure  the  attention  of 
the  committee.  The  members  of  the  com- 
mittee through  indolence  or  lack  of 
mental  capacity  are  found  habitually  to 
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neglect  their  duties  upon  it,  especially  it'  eral  avoid  the  performance  of  the  duties 

as  often  happens  they  receive  no  special  they   are   supposed  to   discharge.      This 

remuneration  for  the  work.   They  refuse  might  not  be  the  case  in  an  ideal  society ; 

or  neglect  to  read  the  reports  which  are  but  it  is  well  known  to  be  the  case  in 

submitted  to  their  judgment,  and  in  gen-  ours. 

November  11,  1916. 
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Eleventh  Objection:  Neglect  by  Government. 


XII. 


The  eleventh  objection  to  the  conduct 
ludustrial  enterprises  by  Government 
utVic-.als   is  the   neglect    i>y   the  Govern- 
ment which  pursue*  the  policy  of  "pub- 
..wnership,"  of  the  functions  proper 
to  it  as  a  Government,  owing  to  the  pre- 
occupation of  its  members  in  enterprise* 
f  which  they  labor  unsuece-  un- 

hand during  the  comparatively  short 
period    ..;    :   ••  :•   administration   and    to 
I   the    engagement    of   the    resource*   and 
mtry   in   hazardous  en- 
terprises which   are  continuous  sources 
of  anxi> 

This  objection  is  particularly  appli- 
cable to  the  ease  of  municipalities, 
only  in  this  but  in  many  other  countries. 
.-r  the  influence  of  propaganda  for 
••public  ownership."  conducted  gener- 
ally by  people  who  are  quite  ignorant  of 
the  hUtory  of  the  question  and  quite  in- 
.•nt  of  any  critical  judgment  upon  it, 
municipalities  often  plun.'e  into  projects 
of  municipal  ownership  of  services  which 
may  fairly  be  called  luxuries,  before 
such  primary  essentials  as  water  supply 
and  sewage  have  been  prop-  'I«'<1. 

Thi*    tendency      wan  in    the 

Kingdom  by  the  Ix»cal  Govern- 
ment Boards,  which  exercised  a  certain 
supervision  over ttie  municipalities.  These 
boards  effectively  checked  the  tendency 
towards  embarking  the  means  of  the 
taxpayers  in  such  luxuries  as  municipal 
telephones  for  example,  while  the  essen- 
tial services  were  absent  or  were  inef- 
ficiently suppl :•••!-  Where  a  superstition 
of  public  ownership  affects  a  govern 
mcnt.  the  check  which  has  been  custo- 
marily imposed  upon  the  municipalities 
is  withdrawn  or  m-jtleeted,  and  these 
I  IPS  are  left  t  the  taxpayers 

-.HIT   the   admin-.  areas   in- 

•inite  obligation*.  For  example. 
un'1-  r  •  •  !!•!••-  \  -i  of  last 
session,  the  amounts  raised  by  munici- 
palities for  radial  railways  are  declared 
to  fall  within  the  limits  of  indebted- 
ness prescribed  by  (tip  Municipal  v 


That  is  to  say  that  a  debt  incurred  for 
a  radial  railway  is  not  a  debt  within 
the  meaning  of  the  Act.  The  effect  of 
this  ostrich-like  policy  must  necessarily  . 
diminish  the  credit  of  the  municipal 
because  by  means  of  it,  the  total  debt 
incurred  by  them  is  concealed  and  is 
very  difficult  to  discover.  In  Canada  the 
institution  of  a  Local  Government  Board 
is  hardly  practicable  —  a  provincial 
board  under  present  conditions  would  be 
so  much  under  party  political  control 
that  it  would  be  useless  and  a  Dominion 
Board  would  necessarily  bring  the  Dom- 
inion into  conflict  with  Provincial  juris- 
diction. In  Ontario  the  minslin-.'  •>!'  Pro- 
vincial and  municipal  finance  which  has 
been  part  of  the  policy  of  the  Hydro- 
iiis-ion.  has  a  history  pre- 
vious to  that  commission  which  suggests 
very  grave  difficulties  in  this  second  ex- 
periment. 

Spread  of  the  Movement. 

The  only  real  lafety  for  this  country 
ia  to  confine  the  Dominion,  Provincial 
and  municipal  authorities  to  the  per- 
formance of  obviously  essential  admin- 
istrative duties.  If  they  perform  these 
well,  they  will  have  plenty  to  do.  The 
more  widely  they  are  endowed  with 
functions  in  addition  to  those  of  a  dis- 
tinctively administrative  character,  the 
less  efficient  they  become  in  the  exer- 
cise of  their  proper  functions  and  the 
•<•  dangerous  they  become  to  public 
liberty. 

An  illusion  is  prevalent  that  the 
ever-widening  extension  of  public 
ownership  is  inevitable,  or  at  least  that 
over  those  services  which  are  customari- 
ly known  as  "public  utilities."  public 
ownership  miut  come.  This  attitude  of 
mind  can  only  be  described  as  fatalism: 
it  means  complete  abandonment  of  any 
critical  examination  of  projects  either 
before  they  are  adopted  or  after  they 
are  carried  into  effect.  It  is  the  same 
attitude  of  mind  which  in  manv  conn- 
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tries  has  caused  the  peasantry  to  sub- 
mit indefinitely  to  exorbitant  peasant 
rents  and  to  exploitative  wages.  From 
this  point  of  view  all  existing-  conditions 
are  inevitable.  They  can  never  >be  al- 
tered. To  them  the  law  of  variation 
does  not  apply.  But  less  acquiescent 
minds  among  the  peasantry  have  at 
times  shown  that  such  conditions  are  not 
inevitable,  that  in  fact  they  are  quite 
temporary.  So  also  with  the  furore  for 
public  ownership,  critical  examination 
of  the  actual  facts  concerning  the  at- 
tempt on  the  part  of  governments  to 
monopolize  the  public  utilities  and 
to  manage  or  mismanage  them  in  any 
way  they  please,  may  eventually  bring 
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this  system  to  an  end,  or  at  all  events 
prevent  its  indefinite  extension.  In  any 
case  the  view  is  wholly  superficial  and 
unintelligent  that  there  is  any  perman- 
ence in  the  movement  for  the  extension 
of  governmental  powers  in  the  economic 
field.  It  has  been  previously  remarked 
that  this  movement  breeds  autocracy, 
and  innumerable  examples  show  that  the 
growth  of  autocracy  and  the  growth  of 
democracy  are  wholly  incompatible.  If 
public  ownership  is  inevitable  and  if 
autocratic  exercise  of  the  economic  pow- 
er which  is  placed  by  it  in  the  hands 
of  governments  and  their  officials  is  in- 
evitable also,  it  is  fairly  clear  that  the 
destruction  of  the  whole  system  is  equal- 
ly inevitable. 

25,  1916. 
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Twelfth  Objection:  Tendency  to  Promote  IlluMon  That  Politic*  and  Business 

are  Interchangeable. 


XIII. 


The  twelfth  objection  to  the  transfer- 
I  of  the  operation  of  industrial  en- 
rises  Irom  spontaneously  organized 
krroups  to  public  officials,  (he  essential 
characteristics  of  what  is  called  "pub- 
lic ownership,"  is  "the  tendency  :•• 
note  the  illusion  that  polities  and 
business  are  interchangeable  expres- 
sions." The  distinction  between  poli- 
ties and  business  is  intended  to  suggest 
that  politics  in  the  hijrli  sense,  i.e.,  in 
the  sense  of  the  art  and  practice  of  - 
eminent  to  the  end  that  the  welfare  of 
the  people  as  a  whole  may  be  secnr> 
welfare  that  is  of  a  moral  and  intellec- 
tual as  well  as  economic  character — is 
distinct  from  the  commercial  activities 
of  the  same  people.  There  is,  however, 
another  and  baser  sense  in  which  the 
expression  politics  is  customarily  ap- 
1— the  sense  of  intrigue  to  secure 
power  over  the  people. 

•I  business  and  polities  are  re- 
garded as  identical,  the  consequences  are 

degradation  of  politics  to  the  infer- 
ior sense  and  the  utilization  of  ee<>n>>- 
mical  power  in  strengthening  control 
over  the  people.  While  this  question  of 
public  ownership  is  an  economic 
question,  it  is  thus  also  very  largely  a 

•ieal  question,  because  the  seizure 
of  economical  power  by  the  group  of 

:ieians,   temporarily    in   the   seat   of 

•  rnment,  may  strengthen  them  to 
•it  that,  in  peril  to  the  pnb- 
'•v  may  retain  that  seat  in- 
definitely. 

In  a  com  -'em  of  state  collec- 

tivism, political  and  economical  power 
•re  concentrated  in  the  same  hands;  and 
in  so  far  »«  any  given  system — public 

•  rsliip.  for  example— makes  for 

'harts   its   characteristics, 
is  to  promote  the  illusion 

•  'e**ion.     D  .n  of  state  collec- 
-rn  as  a  system  has  been  avoided  in 

the**  articles  because  the  intention  of 
them  has  been  to  show  the  practical  de- 


neies  of  "public  ownership"  in  the 
narrow  sense  of  public  operation  of  pub- 
lic utilities.  It  may  here  be  remarked, 
however,  that  both  the  larger  and  the* 
smaller  system  make  in  the  same  direc- 
tion, viz.,  to  the  unification  of  economi- 
cal and  political  interests,  both  expres- 
sions being  employed  in  the  baser  sense. 
In  other  words,  the  nation  comes  to  be 
regarded  as  a  commercial-political  unit, 
with  exclusively  mercantile  interests  and 
without  moral  ideals  or  spiritual  signi- 
ficance. 

There  have  been  such  commercial 
aggregations  of  peoples,  but  they  have 
never  constituted  a  nation  in  a  real 
sense  and  the  inherent  weakness  of  their 
commercial  organization  baa  invariably 
brought  them  to  grief.  There  are  in  his- 
tory, also,  many  examples  of  nations 
which  have  gone  far  towards  completely 
commercializing  themselves  and  thus 
subordinated  the  interests  of  the  state 
to  commerce.  These  also  have  been  un- 
able to  maintain  their  national  position. 
The  most  complete  collectivism  not  only 
affords  room  for  the  growth  of  profound 
moral  individualism,  but  it  would  ap- 
pear that  in  that  atmosphere  the  baser 
types  of  selfishness  chiefly  thrive.  The 
story  of  Ananias  and  Sapphira  is  thor- 
oughly characteristic  of  a  formal  col- 
lectivism concealing  real  selfishness.  No 
one  who  knows  the  inner  history  of  any- 
small  collect ivist,  communist  or  similar 
group,  has  failed  to  observe  many  cases 
of  the  Ananias  type. 

these  reasons  the  assumption  that 
greed  is  being  diminished,  much  less  eli- 
minated by  public  ownership,  is  wholly 
unfounded.    Indeed,  it  may  be  said  with 
truth  as  the  outcome  of  experience,  that 
in  this  country,  as  in  others,  the  m 
ment  for  public  ownership  in  so  far  as 
it  has  not  been  initiated  and  condn 
by  persons  who  did  not  srrasp  the  mean- 
ing of  it,  has   been   initiated   and   con 
ducted  by  persons  who  in  some  form  or 
other    d»«ire«l     to    profit     by    it,     either 
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through  the  luxury  of  the  enjoyment  of 
power  or  more  tangibly  through  the  pat- 
ronage it  enabled  them  to  exercise. 

Instance  of  the  Intercolonial  Railway 
This  country  appears  to  have  reached 
a  certain  stage  in  the  experience  of  Gov- 
ernment  operation   of  industrial   enter- 
prises   which    demands    inquiry    ;as    <to 
whether    the    mingling   of    politics    and 
business  results  not  only  in  poor  busi- 
ness, but  in  poor  politics.     In  this  con- 
nection the  incident  which  has  just  oc- 
curred in  the  management  of  the  Inter- 
colonial  Railway   is   highly   instructive, 
and   is  deserving  of  close  examination. 
The    Intercolonial   'Railway,    for    many 
years  the  chief  Governmental  enterprise 
in  Canada,  has  never  paid  interest  upon 
the   capital   invested   in   it,  and   up  till 
very  recently  has  not  within  very  large 
amounts,  been  able  to  pay  its  operating 
expenses.     It  was  constructed,  and  has 
always  been  conducted  as  a  political  and 
not  as  a  business  enterprise.     Employ- 
ment upon  it,  and  the  rates  charged  by 
it,  have  alike  been  determined  on  poli- 
tical grounds.     One  of  the  consequences 
of  this  state  of  matters  is  that  the  Mari- 
time Provinces  have  come  to  look  upon 
the  railway  as  their  peculiar  appanage 
and  upon  the  cost  of  the  enterprise  to 
'Canada   as   a   whole,   as   constituting   a 
fair  homage  to  the  superior  intelligence 
of  the  shrewd  Nova  Scotians.     During 
the    past    two   years    the    Intercolonial 
Railway  has  in  a  manner  justified  itself. 
Had  it  not  been  available,  it  would  have 
been   extremely  difficult   for  Canada   to 
have  maintained  the  supply  of  troops  for 
the  campaign,  which  it  has  been  fortunate 
enough  to  maintain.     The  enormous  in- 
crease of  the  traffic  caused  by  military 
movements   not   only  brought   the   earn- 
ings   of   the   line    to    an    unprecedented 
point   but   necessitated  the   employment 
of  superior  officers,  having  special   ex- 
perience or  special  qualifications  for  the 
work. 

The  Minister  of  Railways,  Mr.  Coch- 
r.ine,   wisely  selected   his  men    on    the 
ground  of  competence,  and  perhaps  for 
the  first  time  in  the  history  of  the  In- 


tercolonial, appears  to  have  neglected 
altogether  political  considerations.  Even 
in  time  of  war  that  could  not  be  al- 
lowed to  pass,  and  we  have  the  edifying 
spectacle  of  the  Conservative  whip  re- 
signing because  a  non-political  appoint- 
ment has  been  made,  and  engaging  in  a 
political  campaign  against  the  Govern- 
ment at  this  critical  moment  in  the  his- 
tory of  the  country.  Nothing  could  be 
conceived  of  more  thoroughly  condem- 
natory of  the  policy  of  public  ownership 
than  this  incident,  excepting,  perhaps, 
the  history,  as  a  whole,  of  the  Inter- 
colonial. That  railway  had  to  be  con- 
structed as  a  political  necessity;  but  it 
would  have  been  in  every  way  more  ad- 
vantageous for  the  country  as  a  whole 
and  even  for  the  Maritime  Provinces,  if, 
being  constructed,  it  had  been  leased  to 
a  company,  which  would  have  paid  upon 
it  an  increasing  rental  and  would  all 
along  have  been  under  the  control  for  all 
legitimate  purposes,  of  the  Government. 

The  incident  throws  into  a  lurid  light 
upon  the  objection  previously  noticed 
that  public  ownership  induces  the  em- 
ployment of  unfit  persons  and  drives  the 
intelligent  and  competent  out  of  the 
country. 

It  is  clear  that,  saving  for  an  inde- 
pendent and  vigorous  Minister,  a  most 
rare  case  in  this  country,  had  the  whole 
of  the  Canadian  railway  systems  been 
under  public  ownership  from  the  begin- 
ning, we  should  never  havo  had  the  bene- 
fit of  the  services  of  Sir  William  Van 
Home,  or  Mr.  Hays,  nor  should  we  now 
have  the  services  of  Lord  Shaughnessy. 

The  War  As  a  Factor. 
At  the  present  time  the  chief  practi- 
cal objection  to  encroachment  by  the 
Government  upon  the  domain  of  imins 
try  is  the  situation  in  which  we  find 
ourselves  in  consequence  of  the  war.  It 
is  surely  our  interest,' as  well  as  our 
duty,  to  mobilize  all  our  resources  and 
not  to  reduce  the  value  and  importance 
of  any  of  them.  Those  who  go  about  for 
political  reasons  denouncing  every  ef- 
fort but  their  own.  are  not  acting  in  the 
interests  of  the  country;  and  those  who 
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insist  upon  ;  nds  being  immedi- 

ately embarked  upon  highly  speculative 
-••«,    wbieh     under    nn    circum- 
stances can  yield  any  return  for  many 
years,  are  really  doin;;  their  utmo-' 
embarrass  the  country   in   the  proseeu- 
<>(  the  war. 

ir  that  up  till  the 
mtry  had  expended  an 
excessive  amount   in  public  enterprises, 
the    yieli!    from    some    of    which    must 
be     long     postponed.       The     inflow     of 
capital      was      sharply      cheeked      and 
we      were      on      the 
if   not    of   a    crisis,   at   all    events 
of  a  per  Tin-  war  al- 

1  these  conditions,  caused  a  wide  ad- 
van  .4  and  of  wages,  and  chan?- 

•!ie  relative  values  of  main 
It  also  brought  increased  burdens,  both 
immediate    and    remote;     above    all.     it 

•     sharp    econ. 

both   public  and  private,  in  order  that 
th<*  F.mpire  should  sustain  the  enormous 
financial    pressure   to   which    it    inn-' 
snbjeeted.    Thoiie  who  just  now  are  pro 

avr   lit 

•i   the  «»r  or  krm«  • 
what  it  means.    The  newspaper*  are 

:it  f-T  the  flattery  with 
which  they   have  anoii,  -ons 

•  nil  they   may   he  expeeted    to 

turn    upon    ami    rend    them.       We    have 
•era   many   popular   favorites  fall   from 
nreearious   height*    to   which    they 

•  been  carried  or  have  been  abl. 
climb  and  we  have  seen  how  little  no- 

••!    them   when   they   fall. 
Conclusion. 

article*  in   this  series   have   not 
I  as  a  rompl' '  'ion 

••I ;  they  have  ra- 
ther   been    intended    to    protest    against 
••t      towar  nit- 

iml  especially  the  I' 

•  •  of  Ontario,  to  a  danzerou*  pol 

of  the  trading   F.ncliiii   economist's 
irkafli  "In  all  practical  cn- 

'•>etween  these  alterna- 

(public  r'introl  or  pnbli.- 

.ttion)  is  arrived  at.  it  is  necessary 

to  take  account  of  the  ir'-uenil  character 


of  the  particular  public  authority  whose 
action  is  involved,  as  well  as  of  the 
probable  effect  of  new  tasks  upon  it- 
efficiency  for  the  purpose  of  its  primary 
non-industrial  duties." 

No  one  who  has  any  intimate  know- 
ledge of  the  polities  of  the  Dominic! 
of  any  of  the  provinces  can  view  with- 
out grave  misgivings  the  promotion  of 
a  policy  which  should  permit  the  exist- 

•ulJie  authorities  or  any  others  who 

t  be  expeeted  to  take  their  p'.aces, 
to  encroach  upon  private  enterprise  even 
i"  the  extent  of  assumin?  control  of  a 
single  public  utility.  The  qualification!) 

:e»e  authorities,  such  as  they  are, 
lie  in  wholly  different  directions.  Re- 
peated commissions,  and  public  inqui- 
ries of  various  kinds,  during  past  years, 
have  shown  that  when  they  touch  an  en- 
terprise they  ruin  it,  when  they  presume 
to  override  the  counsel  of  experience, 
they  do.  as  they  did,  for  example,  in  the 
case  of  the  National  Transcontinental 
Railway,  when  they  threw  railway  en- 
terprise in  Canada  into  almost  hopeless 
and  burdened  the  country 
with  a  mass  of  debt  which  only  the  tem- 
porary inflation  of  the  war  has  enabled 

mdiire  without  grave  hardship.  In 
the  We- tern  I'ruvinces,  experiments  in 
publie  ownership  have  abundantly  prov- 

jemselves  to  be  costly  failures  »l- 

Ihouch  even  yet  the  foil  weight  of  their 

.  cost     has    not     been    spread    over    the 

.mi tie*  as  one  day  it  must  he.  In 
Ontario,  the  only  even  partially  success- 
ful inntance  of  public  ownership  on  any 

lernble  scale  is  the  Temiscamingue 
Railway.  That  line  has  had,  however, 
two  unique  and  fortuitous  advantages. 
After  its  construction,  extensive  depo- 
is  metals  were  found  near 
the  line  and  the  management  of  it  was 
as-turned  grain  it  ious!y  by  an  unique  per- 
-onality.  whose  experience  had  been  de- 
rived in  one  of  the  much  derided  "eor- 
|Miratiims. ''  Unless  the  whole  of  the 
capital  involved  in  the  railway  is  sub- 
ject to  amortization  within  the  life- 
time .if  the  mines  and  unless  the  Govern. 
men!  is  lucky  enough  to  serin;  a  sue- 
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cession  of  Mr.  Englehart's  on  the  same 
generous  terms,  the  Temiscamingue 
Railway  will  lapse  into  the  state  of 
chronic  deficits  in  which  all  other  Gov- 
ernmental enterprises  in  Canada  are 
found. 

It  must  be  pointed  out  very  explicitly 
that  these  articles  do  not  constitute  in 
any  way  an  attack  upon  the  Government 
of  Ontario.  Criticism  of  a  project  be- 
fore that  project  is  fully  embarked  upon 
is  in  no  way  adverse  to  the  interests  of 
the  Government.  Moreover,  the  Govern- 
ment has  repeatedly  indicated  that  the 
Commission  "is  out  of  politics."  In  the 
sense  that  both  political  parties  appear 
to  support  the  policy  of  the  Commission 
that  statement  is  true.  But  in  a  deeper 
sense  the  Commission  is  in  politics.  It 
is  highly  proba'ble  that  the  Government 
will  find  that  it  is  much  easier  to  control 
corporations,  no  matter  how  powerful, 
than  to  resist  the 'control  of  the  Hydro- 
Electric  Commission  backed  by  the  On- 
tario Union  of  Municipalities.  If  the 
Hydro-Electric  plans  are  fully  matured, 
we  may  see,  after  no  great  lapse  of  time, 

December 


the  Union  of  Municipalities  in  full  con- 
trol of  the  Government.  There  will  then 
be  a  strong  inducement  for  the  munici- 
palities in  general  to  default  in  the  pay- 
ment of  the  interest  upon  their  Hydro- 
Electric  debentures,  and  to  land  the 
whole  of  the  burden  of  the  Chippewa 
power  project  and  the  radial  railway? 
upon  the  Provincial  Treasury — a  result 
precisely  similar  to  that  which  occurred 
in  connection  with  the  Municipal  Loan 
Fund.  If  this  way  out  of  the  series  of 
obligations  did  not  already  present  itself 
to  the  municipalities,  it  is  doubtful  if  one 
of  them  would  vote  for  the  by-law  which 
has  been  prepared  for  them.  If  they  do 
vote  for  it  and  for  the  money  by-laws 
which  must  follow,  the  watchdogs  of  the 
public  interest  will  be  very  negligent  if 
they  do  not  see  to  it  that  every  munici- 
pality pays  to  the  Provincial  Treasury 
the  amounts  due  with  proper  punctuality. 
The  o-reat  fear  is  that  political  pressure 
will  be  invoked  continuously,  and  that 
the  community  of  Ontario  as  a  whole 
will  suffer  for  years  from  the  effects  of 
the  foolish  optimism  of  the  promoters  of 
the  movement  for  public  ownership. 

23,  1916. 
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Financial  Aspects  of  the  Projects  of  the 
Hydro-Electric  Commission 

System  of  Expenditures  by   Muniripalitits  Defeats  the  Object  of  Limitation  of  the 

Municipal  Act— Inevitable  Effect  Ipon  Municipal  Credit— Estimates 

Being  Made  in  an  Irresponsible  Manner. 

The  argument  has  been  used  by  ad- 
vocates of  the  Hydro-Electric  schemes 
that  the  enterprise  was  originally  n 
operative  municipal  enterprise  and  that 
the  province  was  not  justified  in  im- 
posing any  check  upon  it.  These  &•. 
cates  even  object  to  an  audit  of  the  ac- 
counts of  the  Hydro-Klectric  Commis- 
sion by  the  Provincial  An  :  SUeh 
opinions  do  not.  however,  prevent  the 
Hjrdro-Eleetru  Commission  and  its  ad- 
vocates from  demanding  financial  as- 
sistance from  the  province,  nor  would 
they  prevent  the  commission  ami 
advocates  from  demanding  financial  as- 
sistance from  the  Dominion.  In.: 
even  the  estimated  costs  of  the  various 
schemes  upon  which  the  II 
has  embarked,  or  announced  its  inten- 
tion to  embark,  are  so  enormous,  that 
the  collective  credit  of  the  municipali- 
ties concerned  would  be  a  wholly  in- 
adequate basis  upon  which  to  raise  the 
necessary  funds.  It  is.  therefore,  in- 
dispensable that  the  province  should 
either  find  the  money  by  means  of  the 
issue  of  its  own  securities  or  by  guaran- 
tee of  the  issue  of  municipal  securities. 
If  the  Dominion  Parliament  allows 
'itself  to  be  drawn  into  the  scheme,  di- 
rect grants  must  be  made  from  the 
Dominion  Treasury,  or  the  securities  of 
the  province  must  be  guaranteed  by  the 
Dominion.  In  other  words,  under  the 
present  conditions,  the  province  is  res- 
ponsibly for  the  debt  which  has  been 
contracted  by  the  Hydro-Electric  r 
mission  and  by  the  municipalities  which 
have  been  drawn  into  the  net,  and  we 
mav  yet  witness  the  eventual  responsi- 
bility of  the  Dominion.  Under  these 
circumstances,  to  refrain  from  impos- 
ing any  restraint  upon  the  municipali- 
ties would  be  an  act  of  extreme  folly. 


only  would  the  absence  of  any 
'•<  upon  the  expenditures  of  the 
municipalities  and  the  commission  \ 
gravely  increase  the  risk  incurred  by  the 
province,  but  the  inevitable  result  would 
be  decline  in  the  security  of  all  provin- 
cial as  well  as  of  all  municipal 

!s.      These   securities    have    hitl;. 
been   looked   upon   as   gilt-edirod.      T 
have  been   largely   invested   in   by   trus- 
tees, as  well  as  by  home  and  foreign  in- 
surance companies,  etc.     The  action  of 
the  Government,  even   so   far  as  it  has 
••.   has  seriously  affected   the  desira- 
bility of  these  securities  and  has,  then- 

the  market  for  them. 
An  Unlimited  Debt. 
r  the  Municipal  Art.  the  amount 
of  debt  which  a  municipality  may  in- 
cur for  the  purpose  of  providing  streets, 
water,  sewage,  etc.,  is  limited:  hut  un- 
der the  Hydro-Electric  Railway  Act, 
the  amount  of  debt  which  a  municipality 
may  contract,  foi  Hvdro-Electric  pur- 
poses, is  not  to  be  regarded  as  a  part 
of  the  aggregate  debt  of  the  municipal- 
ity to  which  the  statutory  limitation  ap- 
plies: in  other  words,  the  total  debt  of 
the  municipality  is  not  limited.  It  is 
clear  that  the  provision  in  the  Munici- 
pal Act  for  the  limitation  of  municipal 
debts  was  inserted  for  the  purpose  of 
preventing  municipalities  from  embark- 
ing in  schemes  beyond  their  financial 
strength.  The  provision  was  the  out- 
come of  historical  conditions,  in  which 
a  tendency  had  manifested  itself  on  the 
part  of  ambitions  municipalities  to  in- 
cur expenditures  involved  in  too  opti- 
mistic anticipation  of  their  growth  and 
prosperity. 

Effect  on  Credit 

The     consequence     of    this     tendency 
had  been  quite  disastrous  to  municipal 
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credit   and   had   involved   the   provincial 
finances   most   seriously. 

The  result  of  the  abrogation  of  this 
provision  must  inevitably  be  the  decline 
of  the  municipal  credit  it  was  devised 
to  sustain.  To  suppose  that  because 
expenditures  of  municipal  funds  raised 
by  loans  for  Hydro-Electric  enterprises 
are  not  to  be  regarded  as  debt  is  mere- 
ly naive.  No  intellect  investor  will 
pay  any  attention  to  such  a  sup- 
position. We  may  be  prepared,  and 
and  we  ought  to  be  prepared  for  heavy 
replication  of  municipal  securities  in 
consequence  of  the  recent  legislation 
and  we  ought  to  be  prepared  for  heavy 
realization  of  provincial  securities  as 
well,  in  case  the  Legislature  adopts  the 
plan  of  the  Union  of  Municipalities  and 
relieves  the  Hydro-Electric  Commission 
from  even  the  slender  checks  which  are 
now  imposed  upon  it. 

If  iinder  the  influence  of  a  head- 
strong and  irresponsible  Commission  the 
Government  abdicates  what  remains  of 
its  authority,  then  the  Legislature  ought 
to  see  that  the  commission  is  taken  at 
its  word — and  that  the  Hydro-Electric 
and  Union  of  Municipalities  are  "left 
alone'' — left  so  severely  alone  that  they 
are  required  to  raise  what  money  they 
need  for  their  extravagant  schemes  on 
their  own  unaided  credit  and  not  upon 
that  of  the  Province. 

If,  as  may  be  the  case,  the  com- 
mission then  appeals  to  the  Dom- 
inion, it  can  hardly  be  believed 
that  any  Minister  of  Finance  who 
valued  either  his  reputation  or  his  posi- 
tion would  have  the  hardihood  to  pro- 
pose that  the  Dominion  of  Canada  would 
guarantee  the  bonds  of  an  irresponsible 
group  which  objected  to  the  audit  of  its 
accounts  and  resented  any  control? 

In  its  recent  dealings  with  the  rail- 
way companies,  to  whose  assistance  the 
Dominion  Treasury  came,  checks  of 
many  kinds  were  imposed  and  guaran- 
tees were  exacted  for  the  purpose  of 
protecting  the  Dominion.  Any  other 


policy  in  its  dealings  with  the  Hydro- 
Electric  is  inconceivable.  If  any  other 
policy  were  adopted,  it  could  only  be 
the  outcome  of  a  discreditable  political 
intrigue,  the  consequences  of  which 
must  react  upon  the  Ministry  which  en- 
gaged in  it. 

Reckless  Estimates. 

The  amount  involved  in  the  scliepjes 
of  the  Hydro-Electric,  as  already  for- 
mulated, has  been  stated.  Day  by  day 
fresh  extravagances  are  suggested — 
costly  terminals  and  tunnels  along  the 
waterfront  of  Toronto,  for  example,  are 
part  of  the  latest  projects.  It  is  quite 
impossible  to  forecast  otherwise  than 
approximately  the  total  cost  of  these 
enterprises.  No  technical  estimates  have 
been  offered.  Those  which  have  been 
suggested  by  the  Hydro-Electr;c  advo- 
cates are  ludicrously  inadequate. 

The  experience  of  the  past  history  of 
the  Hydro-Electric  Commission  leads 
to  the  belief  that  the  method  adopted 
would  be  as  follows:  An  estimate  would 
be  offered  which  placed  the  cost  at  n 
figure  which  excluded  altogether  any 
allowance  for  difficulties  or  accidents, 
presuming  upon  this  estimate  the  work 
would  be  begun  and  when  a  certain 
sum  was  expended  the  work  would  have 
to  be  proceeded  with  regardless  of  dif- 
ficulties and  of  cost,  in  order  to  avoid 
the  total  loss  of  the  money  which  had 
been  expended.  Bit  by  bit  the  city  and 
the  province  would  be  drawn  into  ex- 
penditures which  neither  of  them  had 
ever  deliberately  contemplated. 

The  Necessity  of  Caution. 
In  any  case,  no  construction  such  as 
that  which  is  projected  should  be  per- 
mitted even  by  a  private  corporation, 
much  less  by  a  public  authority,  without 
the  most  careful  examination  of  the 
whole  project  and  a  survey  of  the  re- 
gion by  competent  engineers  who  have 
had  experience  of  similar  constructions. 
Even  then  construction  should  not  be 
attempted  otherwise  than  by  entrusting 
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tt  to  a  highly  responsible  firm  of  con- 
tractors also  of  similar  experience,  who 
should  be  bound  to  complete  the  work 

a  stipulated  amount.  As  a  prelim- 
inary to  any  such  engineering  steps,  it 
•bonld  also  be  made  a  primary  condi- 

.  that  a  most  careful  investigation 
into  the  present  and  probable  future  dc- 
mantl  fur  radial  service  of  this  kind  be 

iucte.l     by     pr  {iialified     per- 

sons.   We  may  be  perfectly  certain  that 
•  ss   these    preliminary    measures   are 
insisted  upon,  the  city  and  the  pr.. 
will  be  committed  to  a   happy-go-lucky 
scheme  invui.  rmous  expenditure 

at  the  dictation  of  a  few  aspirants  fur 
political  prestige  and  power.  Even  if 
some  of  these  aspirant*  have  been  - 

their    services    for    nothing    th.r 
not    to   the   point.      People    who   ,|.,    mis- 
are  none  the  less  I 

The  Chippewa  Project. 

plans,  so  far  as  Toronto  ,- 
••rneil,  are  wrapt  in  uncertainty, 
lens  so  are  the  plans  which  have 

•  trnrtioi 

works    on    the    I'hippewa    River.       The 
i  estimate  for  these  works  is  - 
•INI.        H,-r.-   the   experience  of   . 

'prises  is  available.  The 
promoters  of  tlie  new  scheme  may  !>•• 
aske<l  if  they  hav  •  i-d  a  l.'onate- 

ly  t  'lure  in  con*tnic- 

likcliho<  .  .-    of 

the  turbine*  by  Irnzil. 

tunnel,   as   well   as   the   other  dirti 
••s  attaching  to   flip   particular  site 
own.       In     short,    if    they 
hav<  '.•,!    why   none   of  the  j.. 

stock     companies     who    have     , 
water    IHIW.T    in    the    Niagara    Fall- 
•>  to  ,|.\. •!..(,  it  (t  the  ("• 
pewa   River.     They   should    also    be    in- 
i    to  stale  who   is   the  engineer  res- 
for     the     estimate.       Without 
railing   it  qualified' 

the  chief  Electric 

the    amount    at    stake    is 
surely  lance  enough   to  justify   the  em- 
ent  of  an  engineer  specially   skill 


ed  in  such  construction  and  with  ex- 
perience of  them  to  advise  as  to  the 
probable  cost. 

Are  Railways  Needed. 
Absolutely  no  proof  has  been  offered 
that  tlie  province  either  needs  or  could 
maintain,  with  its  present  rural  |M.p:i- 
lation.  and  taking  into  in  count  the  prob- 
able future  fluctuations  of  that  popula- 
tion, any  greatly  more  extensive  -ystem 
"t  radial  railways  than  those  which  at 
present  exist.  The  fact  that  a  !.•»  j.i-r- 
sons  are  enthusiastic  about  the  e\ 
sion  of  radials  has  no  bearing  on  the 

•ion.      It    may    he    that    those    who 
pioneered  in  the  construction  of  radial 
re  mistaken  in  refraining   : 

ii'ling  them,  but  public  clamor  must 
be  carefully  distinguished  from  effec- 
tive demand.  There  is  no  reason  why 
a  public  aut  ..uld  yield  to  the 

one  in  the  ah*.  .e  other. 

Thrift  is  Forgotten. 
<>n   the  strictly  financial  «ide,  it   must 
be  realized  that  the  Hydro  ! 
mission  has  »•  -sent  moment 

issue  18,000,000  of  provincial  bonds, 
which  h;i  up  are  to  be  given 

for  the  twenty-two  companies  •c<|iiiri»l 
by   it   a  year  ago.     These  bonds  ma> 
put    upon   the   market.     They   canno: 
regarded  as  absorb,  :.     \\  ,.  are  Hire:, 

nth    another    imue    i-nnicdiatcly    of 

•".iHm.  and   in  the  near  future  with 
we    know    not    how    much    more.      It    is 
idle   for  the   Minister  <'f  Finance  (o  in- 
culcate  thrift   at    Ottawa   while   the   ex- 
penditure   of    eri»r'n«im    sums    is    preci- 
pitated at   Toronto       We  an-  not    \et   at 
of  the   Wnr.        There  are 
II    us  that    the  finances  of 
the    Allies    will    be    strained    lo    the    ut- 

Tanii'la    is    hei 

milted,  especial!*-   •  Mritain.     All 

our    •  should    he   caref'illv    ron- 

srrved    and    Dfl  r   than    t 

-iary  expenditure  should  lie  incur- 
red for  permanet"  .(ion.  The 
country  as  a  whole  had  '.-one  perilou^lv 
near  the  feasible  limit  of  such  e\[)on- 
ditui '  .in  Mm!  i 
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the  release  of  large  liquid  sums  occa- 
sioned by  the  War  has  prevented  Can- 
ada from  feeling  the  full  effects  of  her 
excessive  expenditure  upon  railways 
and  other  permanent  forms  -of  invest- 
ment. We  should  not  permit  the  Hydro- 
Electric  Commission,  or  any  other  body, 
public  or  private,  to  imperil  the  stabil- 
ity of  the  finances  of  the  country  by  the 
carrying  out  of  fantastic  schemes  now, 
or  even  to  disturb  credit  by  the  initia- 
tion of  them. 

Reckless  Expenditures. 

Enough  has  already  occurred  in  the 
history  of  the  Hydro-Electric  to  excite 
the  gravest  fears.  The  Provincial  Audi- 
tor has  reported  more  than  four  million 
dollars  of  unauthorized  expenditure  by 
the  Commission.  It  is  little  wonder  that 
objections  are  made  to  an  audit  which 
reveals  so  unbusinesslike  a  state  of 
matters.  The  Commission  has  already 
had  experience  of  municipalities  like  the 
city  of  Stratford,  for  example,  desiring 
to  terminate  contracts  with  the  Commis- 
sion, and  of  others  which  have  refused 
to  enter  into  contracts  with  it.  The  jeal- 
ousy of  one  another,  which  is  character- 


istic of  rising  towns  may  be  counted  up- 
on to  produce  friction  among  them  in 
relation  to  the  Hydro-Electric.  The 
Uuion  of  Municipalities  will  find  it  dif- 
ficult to  avoid  differential  rates  which 
will  give  advantages  to  some  towns  over 
others,  and  will  in  all  probability,  lead 
to  repudiation  of  contracts  by  some  of 
the  towns  involved.  Already  it  appears 
from  the  report  of  the  proceedings  at  a 
recent  meeting  of  the  Union  of  Munici- 
palities, that  an  effort  will  be  made  to 
make  Hamilton,  rather  than  Toronto, 
the  "hub"  of  the  radial  system. 

Apart  from  these  considerations,  the 
whole  Hydro-Electric  scheme  is  deeply 
involved  in  political  intrigue,  and  is  re- 
garded evidently  by  its  promoters  as  a 
convenient  club  wherewith  to  assail  the 
Government.  Thus,  alike  on  financial 
and  on  political  grounds,  it  is  expedi- 
ent to  go  warily  in  entrusting  the 
Hydro-Electric  Commission  and  its  ally, 
the  Union  of  Municipalities,  with  power 
which  there  is  only  too  good  reason  to 
believe  they  cannot  do  otherwise  than 
abuse.  If  the  Hydro-Electric  Commis- 
sion had  its  way,  responsible  government 
in  this  country  would  be  ended. 


September  9,  1916. 
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PART  II 
Analysis  of  Toronto  Hydro  Report 

Inadequate  Allowance  for  Contingencies — Adverse  Sinking  Fund  Suspense  Account 
Balance — Toronto  Commissioners  Handicapped  by   Lack  of   Imam 
Rates  Arbitrarily  Reduced  by  Ontario  Commission. 


K\idence  Plain  That  Toronto  Hydro- Electric  is  Going  Behind  Every  Year — Reserve 

Funds  Being  Absorbed,  While  Interest  Payments  to  City 

of  Toronto  Are  Going  by  Default. 


The  fifth  annual  report  of  the  Toronto 
Klectric  Commissioners,  which  has  ju*t 
been  issued,  shows  thai  the  net  bonded 
debt  of  the  enterprise  is  over  $5319,000. 
•  he  face  of  tbe  aeeoonU,  the  balance 
of  the  operation*  of  tbe  year  show*  a 
nominal  surplus  of  13,137,  less  than  one- 
fifth  of  one  per  cent,  upon  tbe  transae- 
.s  of  the  year — a  very  small  margin 
saeh  an  enterprise.  Although  tbe 
report  of  tbe  business  is  for  its  fifth 
y«ar  and  although  Che  system  is  des- 
cribed in  tbe  report  as  being  "now 
firmly  established  on  a  sound  and  stable 
earning  basis,"  it  should  be  pointed  out 
that  the  margin  between  income  and  ex- 
penditure is  less  than  one-fourth  of  tbe 
amount  stated  as  being  tbe  margin  in 
>  It  should  also  be  pointed  oat  that 
in  spite  of  the  fact  that  the  total  in- 
vestment is  about  six  million  dollar*, 
the  amount  set  aside  for  contingencies 
apart  from  depreciation  account  is  only 
feOM. 

The  Sinking  Fund  Suspense  Account 

ains  a  sum  of  nearly  194,000,  which 

accrued  as  an  adverse  balance  in  1911. 

This  amount  is  still  carried  forward  a» 

a  charge  upon  future  earnings.      More 

searching  examinations  of  the  accounts 

a!s.  however,  a  really  serious  eondi- 

•  f  affairs. 

The  import   illustrates   very  well   th» 
difficulties  under  which  such  a  Commi!'- 
labors.     These  difficulties  arwir 
v    from    the   control   exerrited   over 

KJwtrir  CnmmiMiion  h\ 
" ••••>•••  i  and   by    the 

of  Toronto.       It  is  not  suggested 


that  the  Toronto  Commission  should  be 
uncontrolled,  bat  it  is  elear  that  the  con- 
trol of  neither  of  the  corporations  nam- 
ed is  exercised  wisely;  in  otlier  words, 
the  situation  of  tbe  Toronto  Hydro- 
Kleetrie.  is  explained  by  political  inter- 
nee, as  in  nearly  all  such  eases.  For 
instance,  the  Toronto  Commission  find* 
itself  handicapped  by  the  circumstance 
that  while  the  "net  cash  expenditure  or 
capital  account"  amounted  at  the  en«' 
of  December,  1915,  to  $5397,000,  tbe  net 
cash  proceeds  of  tbe  issues  of  deben 
tures  up  till  the  same  period  amounted 
to  only  $5,287,000.  There  was  thus  a 
deficiency  of  resources  to  meet  capital 
expenditure  of  $610,000,  apart  altogeth- 
er from  the  absence  of  working  capital, 
an  item  to  which  the  Commissioners 
drew  attention  in  their  report  for 
year  1913. 

Commissioners  Handicapped. 
The  Commissioners  are  thus  handi- 
capped to  the  extent  of  fully  a  milli-i. 
dollars.  Under  these  circumstance* 
they  have  felt  themselves  obliged  to  use 
resources  allocated  to  other  accounts  for 
the  purpose  of  carrying  over  tbe  defici- 
ency. This  necessity  is  very  prof* 
deplored  by  the  Commissioners.  Th. 
foods  so  required  have  been  drawn  from 
two  soareea— First,  the  depreciation  re- 
serve funds  have  been  diverted  from 
thoir  proper  purpose,  and.  second,  the 
interest  due  to  the  city  upon  its  deben- 
tures has  not  been  paid.  It  appear* 
from  the  accounts  tfcat  the  Commission 
is  due  tbe  city  $758,OOT»  for  inUrewt. 
These  facts  are  not  disguised  or  palli- 
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ated  in  the  report,  Which  is  indeed  a 
highly  creditable  document,  as  it  states 
without  reserve  the  extremely  unfavor- 
able financial  po-sition  in  which  the  To- 
ronto Hydro  has  arrived  after  five  years. 

The  narrow  margin  of  the  surplus 
which  is  stated  as  having  accrued  from 
the  operations  of  the  year  1915  (viz., 
$3,173),  is  accounted  for  in  the  report 
by  the  reduction  of  rates  which  took 
place  in  that  year.  The  Commission 
disclaims  responsibility  for  the  reduc- 
tion of  rates  and  points  out  quite  pro- 
perly that  the  rates  are  determined  by 
the  Hydro-Electric  'Commission.  The 
report  goes  on,  however,  to  claim  credit 
for  the  Toronto  Commission  on  the 
ground  of  the  reduction,  although,  as 
they,  admit,  this  reduction  was  forced 
upon  them  by  the  Hydro-Electric..  The 
full  truth,  however,  scarcely  lies  in  that 
direction.  The  fact  is  that  the  Toronto 
Electric  Light  Company  led  in  the  re- 
duction of  rates,  and  both  the  public 
commissions  were  obliged  to  follow.  The 
reduction,  in  other  words,  was  the  re- 
sult of  competition  and  the  fact  that  it 
was  reluctantly  submitted  to  with  the 
consequence  that  the  margin  between 
profit  and  loss  was  cut  down  to  an  insig- 
nificant amount  is  convincing  proof  that 
if  for  any  reason  the  competition  should 
cease,  the  rates  would  be  advanced  im- 
mediately. In  other  words,  the  moment 
the  Hydro-Electric  is  able  to  establish 
an  effective  monopoly,  substantial  in- 
crease of  rates  must  be  announced. 
A  Questionable  Surplus. 

But  even  the  surplus,  as  stated  ($3,- 
173),  cannot  be  regarded  as  a  real  sur- 
plus. It  appears  from  the  report  of  the 
General  Manager  that  after  other 
charges  had  been  met,  the  sum  of  $266  - 
000  was  held  "to  be  available  from  the 
year's  operations  for  depreciation  and 
special  purposes,"  but  depreciation  is 
a  definite  charge  against  the  business 
and  ought  to  be  so  regarded.  No  sur- 
plus can  be  held  to  accrue  until  the 
charge  for  depreciation  is  fully  provid- 
ed for.  If  the  balance  in  question  is 
not  sufficient  to  meet  the  properly  esti- 


mated charge  for  depreciation,  a  deficit 
must  be  stated.  The  form  of  the  state- 
ment shows  that  the  question  of  depre- 
ciation is  dealt  with  in  a  haphazard 
manner,  no  percentage  upon  the  capital 
expenditure  being  stated  as  properly 
chargeable  against  the  revenue  of  tin- 
year  in  respect  to  depreciation.  More- 
over, no  details  of  the  Depreciation  Re- 
serve Account  are  given.  It  is  impos- 
sible to  gather  from  the  accounts  what 
amount  has  been  drawn  from  previous 
accumulations  for  replacement  of  worn- 
out  plant  during  the  year,  or  during 
previous  years.  We  must,  therefore, 
take  the  depreciation  charge  for  the  year 
by  itself.  In  the  United  States  it  has 
been  generally  agreed  that  an  adequate 
depreciation  charge  applicable  to  the 
invested  capital  as  a  whole  in  the  case 
of  public  utility  undertakings  is  5  per 
cent,  per  annum. 

Many  might  think  this  too  small  an 
allowance  in  respect  to  certain  munici- 
pal enterprises;  but  it  may  fairly  be 
regarded  as  a  minimum.  This  amount 
charged  upon  the  amount  of  capital  in- 
vested by  the  Toronto  Commission, 
would  involve  a  charge  of  about  $345,- 
000  for  the  present  year.  The  amount 
actually  charged,  according  to  the  ac- 
counts, was.  in  round  figures,  only  $250,- 
000.  Deducting  the  alleged  surplus  of 
$3.137,  there  is  thus  apparent  not  a 
surplus,  but  a  deficit  on  the  operations 
of  the  year  of  nearly  $92.000,  to  whiwi 
should  be  added  the  interest  upon  the 
accumulated  deficiency  of  depreciation 
reserves  of  previous  years. 

Depreciation  Fund. 

What  the  amount  of  the  depreciation 
fand  01  ™ht  to  be  at  the  present  time 
after  five  years  accumulations,  is  iiu- 
prssible  to  state  accurately  in  thj  a'i- 
spnce  of  the  necessary  particulars;  but 
if  the  fund  were  adequate  and  intact — 
and  it  ouaht  to  be  almost,  if  not  alto- 
pet  her  intact — it  on°-ht  to  amount  to  ni 
least  $1200.000.  This  sum.  or  a  sum 
approximating  to  it,  ous'lit  to  havo  been 
in  evidence.  The  amount  of  the  accu- 
mulations which  have  nominally  been 
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made  is  stated  in  the  accounts  at  *  • 
000.     Kven  this  amount,  i.mvi-v. 
in   evidence.      Ti  e    fund    is    clearly    not 
kept  in  a  tansihle  form,  readily  avail- 
able for  use  as  and  when  required.     It 
has   been    employed    for   carry 
the  obligation*  which  oiijrtit  to  have  been 
provided  for  otherwise,  and  in  the  strict 
sense,  the  depreciation   reserve  is  non- 
existent, excepting  as   an   item   in   the 
ledger  of  the  Commission. 

This  is  made  clear  by  the  following 
statement,  which  is  compiled  fn.m  the 
published  accounts,  fractions  of  $1,000 
being  omitted:— 

TOROMH    HYDRO-ELBCTRIC  8YSTKM 
BaUntc  Slwvt.  December  3Ui.  lal.V 


Actual  with 

pro|*r 

Ai  reported      •' 
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bondi  .  .fUUJM       9OIO.OOO 

urrrnl 
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['.    •     .     •    .    ::      . 

fund 
Current 

tint,  p  !»«'•'  .  MiOOO 

Intrrrct    da»    city    of 

:••  •• 


. 
Kinking    Kund 


'"  - 


.-,-.,  ... 

;-..  ... 
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,.•  ,.., 

17.900.000   S8.442.000 
.»  100.000   <  842.080 

The  Taxpayers'   Outlook. 

ish  of  the  matter  is  that 
t   -  -ctric   ilurinz   the 

five  years  of  its  existence  has  been 
•>ehind  at  the  rate  of  about  $130. 
»  ve»r.  and  t^at  it  has  been  n' 
this  by  abso-  so  called   reserve 

funds  and  defaulting  in  the  payments  of 
to     the     city     of     Tor- 
This    interest    has,    of    course, 
had     to    be     paid     by     the    city    and 
therefore     the     taxpayers     have     had 
to   bear   the   burden.      In    other   words, 
the    user*    of    H\dro    power   and    1 


I  paid  daring  the  five  years  of  the 
•»  only  about  90 

per  eent.  of  the  cost  of  the  power  to 
the  Hydro,  while  the  taxpayer  has  been 
paying  about  10  per  eent.  of  the  cost. 
This  state  of  matters  cannot  last.  The 
Hydro  cannot  increase  its  rates  with- 
out losing  business,  because  of  the  eom- 

:ion   of  the  Toronto   Electric   Light 

•any.      It    cannot    go   on    as    it    is 
doin?  without  drawing  more  and  more 
heavily  upon  the  taxpayer.     How 
will  the  taxpayer  stand  itf 
Although   the  report  of_  the  Toronto 

mission  doe*  not  state  the  gravity  of 
the  situation  fu-!ly,  it  is  evident  from 
its  terms  that  the  reduction  in  price  to 
which  it  has  been  forced  by  the  Toronto 

trie  Light  Company  on  the  one 
hand  and  the  Hv.lr-  mis- 

sion on  the  other,  h*s  resulted  in  iN 
giving  its  customer*  electricity  not  at 
cost,  but  below  cost,  and  that,  as  usual, 
the  patient  taxpayer  pays  the  differ- 
ence. When  to  this  circumstance  is 
added  the  faet  that  the  Commission  has 
no  steam  reserve  plant  and  that  it  can- 
not therefore  give  continuous  service,  it 
is  clear  that  the  provision  of  inch  a 
plant  would  pint:  ,re  deeply  in 

the  mire  of  accumulated  deficits. 

Aa  to  Future  Financing. 
A  significant  paragraph  in  the  report 
refers  to  the  future  financing  of  the  - 
tern.  It  appear*  that  Mr.  Rradshaw, 
the  recently  appointe.1  Finance  Commis- 
sioner of  Toronto,  has  advised  that  \:< 
fdture  when  debentures  are  issued  for 
the  purchase  of  p!ant  or  equipment,  that 
their  term  should  be  limited  to  the  es- 
timated life  of  t!ie  plant  in  question. 
This  is  the  plan  invariably  adopted  in 
it  Britain  in  rwprct  of  municipal 
debentures.  It  appears  a'.«o,  as  might 
be  expected,  that  in  view  of  thiaiarrn' 
ment  the  Commissioners  have  been 
urged  to  abandon  their  practice  of  set- 
tin?  aside  out  of  the  revenue  of  each 
year  a  sum  to  he  placed  to  the  credit 
•n  Reserve.  The  Commis- 
sioners very  properly  take  the  view 
that  the  Depreciation  Reserve  mus' 
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maintained,  otherwise  it  would  be  ne- 
cessary for  them  to  apply  to  the  city 
continually  for  funds  to  replace  the 
plant  as  it  wears  out.  Fortunately,  the 
present  Toronto  Commission  takes  a 
sound  view  of  this  important  question. 
One  of  the  difficulties  and  dangers  at- 


taching to  municipal  enterprises  is  the 
constant  pressure  upon  those  who  man- 
age them  to  adopt  unsound  methods.  It 
is  this  fact  which  renders  their  work 
disheartening  to  competent  officials  who 
desire  to  conduct  the  public  business  on 
sound  and  safe  lines. 


September  30.  191G. 


Editorial*   from   "The  Financial  Pott  of  Canada." 
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THE  NATION 
It  nas  been  announced    that    an    ap- 

ition  is  being  made  to  the 
torney -General  of  the  Province  of 
Ontario  for  a  flat  to  enable  the  Elec- 
trical Development  Company  to  insti- 
tute proceeding*  against  the  Government 
and  the  Hydro-Electric  Commission  in 
order  to  have  a  judicial  decision  upon 
the  question  whether  the  Government 
has  the  power  to  authorize  the  Com- 
mission to  undertake  certain  works 
which  are  held  to  be  inconsistent  with 
the  agreement  entered  into  between  the 
Commissioners  of  the  Niagara  Falls  Park 
and  the  company  with  the  approval  and 
authorization  of  the  Government. 

If  the  Government  grants  a  fiat  in 
this  case,  it  will  show  that  rightly  or 
wrongly*  it  acted  within  what  it  con- 
sidered to  be  its  legal  powers;  if  on  the 
other  hand,  it  refuses  a  fiat  the  Gov- 
ernment will  make  plain  to  every  one 
that  it  is  afraid  to  submit  its  procedure 
to  judicial  inquiry  and  decision.  In 
plain  English  refusal  of  a  fiat  will  be 
tantamount  to  a  confession  on  the  part 
of  the  Government  that  it  acted  delib- 
erately and  consciously  in  bad  faith  and 
that  it  knew  that  its  only  course  was 
to  rest  -upon  the  immunity  from  prose- 
cution which  it  had  invented  precisely 
to  enable  it  to  escape  the  consequences 
of  such  breaches  of  the  ethical  and  legal 
codes. 

In   the  event  of  the  refusal     of  the 
Government   to   submit  the  question   to 
a  jndirial   tribunal,  the  effect  upon  the 
:it    of   the   Province   must   be   disas- 
'.'•>t    only    must   the   Government 
tin. I  it  difficult  to  borrow  upon  the  credit 
of  the  Province  but  all  private  borrow- 
ers   will    find    their   borrowing     market 
restricted  by  the  circumstance  that  the 
••rnrnent  is  amenable    to   no   process 
of  law,  and  that  at  any  moment  it  may 
capriciously   confiscate   the  property  of 
any  one.  No  contract  of  any  kind  into 
which    the   Government   has   entered    or 
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may  enter  and  no  promise  verbal  or 
written  which  it  might  make  could  be 
regarded  as  secure.  The  Government 
might  for  example,  either  by  means  of 
an  act  of  the  legislature  or  even  by  an 
arbitrary  act  of  executive  authority  in- 
validate the  bonds  of  the  Province  is- 
sued for  the  purpose  of  carrying  out 
the  design  involved  in  the  breach  of 
faith  in  question,  or  it  might  tax  such 
bonds  to  the  point  of  confiscation.  A 
•  rnment  which  will  break  one 
solemn  agreement  may  be  counted  upon 
to  break  others  as  occasion  arises. 

Such  considerations  most  enter  into 
the  calculations  of  investors,  both  in 
the  Province  and  outside  of  it,  and  the 
consequence  must  be  either  refusal  to 
purchase  the  bonds  of  the  Government 
on  any  terms,  or  the  fixation  of  a  rate 
of  interest  upon  public  borrowing  in 
the  future  sulHciently  ample  to  provide 
for  a  high  premium  of  insurance  against 
the  risk  of  eonflscatory  legislation.  The 
diminished  saleability  of  all  existing 
securities  of  the  province  which  would 
result  from  this  condition  would  at  once 
produce  a  diminution  of  their  value. 
••  years  ago  representations  were 
made  which  induced  the  British  auth- 
orities to  place  Canadian  Government 
securities  upon  the  list  of  securities 
which  might  be  held  by  trustees  with- 
personal  liability. 

It  is  quite  certain  that  had  risk  of 
confiscation  been  anticipated  or  had  the 
issuinz  government  been  suspected  of 
refusal  of  a  remedy  at  law,  this  eon- 
cession  never  would  have  been  granted. 

Those  who  are  familiar  with  the  lezal 
history  of  this  province  are  aware  that 
the  late  Sir  Oliver  Mowat  never  failed 
to  obtain  a  decision  in  favor  of  the 
Province  in  eases  carried  to  the  Privy 
ncil  in  his  time.  The  reason  for  his 
invariable  success  before  this  tribunal 
was  that  before  he  embarked  on  any 
legislation  or  took  any  administrative 
action  concerning  which  there  could  be 
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any  doubt  from  a  constitutional  point 
of  view,  he  made  most  exhaustive  re- 
search into  the  powers  of  the  -Province 
under  the  British  North  American 
Acts.  He  never  lost  a  case  because  he 
was  always  sound  in  his  main  conten- 
tion and  because  the  acts  of  his  Govern- 
ment were  carefully  based  upon  sound 
legal  principles. 

The  practice  of  the  present  Govern- 
ment seems  to  bear  a  precisely  opposite 
character.  It  appears  to  consist  of  a 
series  of  attempts  to  stretch  the  powers 
of  the  Province  in  all  directions,  with- 
out regard  to  law  or  justice  and  with- 
out regard  to  ulterior  consequences  to 
the  community. 

The  constitution  of  this  country  is 
gravely  at  fault  if  it  entrusts  the  pro- 
perty and  civil  rights  of  citizens  and 
strangers  to  the  unrestrained  caprice  of 
a  provincial  government  which  acts 
habitually  in  an  arbitrary  manner. 

At  the  present  moment  we  are  eon- 
ducting  a  stubborn  campaign  and  the 
blood  of  our  youth  is  being  shed  for 
the  purpose  of  resisting  and  suppres- 
sing absolutism  and  bureaucracy  in 
Europe.  To  tolerate  the  growth  of 
these  evils  here  would  be  grossly  incon- 
sistent. We  know  well  that  freedom  is 
costly  but  it  is  worth  its  price  and  at 
home  as  well  as  abroad  we  may  be  sure 
that  the  price  will  be  paid.  So  soon  as 
the  people  of  thia  country  understand 
the  real  .character  of  the  acts  which 
are  being  perpetrated  in  their  name, 
they  will  deal,  -with  the  perpetrators  as 
they  deserve. 

It  were  well  that  the  Government  el- 
ected to  submit  to  the  courts  of  law 
rather  than  to'  have  to  submit  to  a  slow- 
ly aroused  but  quite  remorseless  public 
opinion. 

Toronto,  August  5,  1916. 


DANGEROUS  AUTOCRACY. 

The  Hydro-Electric  System  of  Ontario 
have  expended  over  $13,000,000  on  lines 
and  sub-stations,  etc..  and  have  in  addi- 
tion purchased  the  Electric  Power  Com- 
pany's properties  at  a  price  reported  as 
$8,000,000.  They  have  undertaken  to 


build  a  second  transmission  line  from 
Niagara  to  Toronto  which  involves  ap- 
proximately another  $1,000,000,  making 
the  total  amount  expended  and  incurred 
over  $22,000,000.  The  Government  have 
undertaken  to  construct  a  power  plant 
for  500,0'00  horsepower  at  Niagara,  which 
is  estimated  by  Hydro  to  cost  between 
$10,000,000  and  $15,000,000,  but  which 
must  run  into  $25,000,000  to  $30,000,OIH> 
before  completion. 

This  would  bring  the  total  up  to  $47,- 
000,000  invested  in  Generation  and 
Transmission  Works. 

In  order  to  market  the  500,000  horse- 
power to  be  generated  at  least  an  addi- 
tional $15,000,000  in  lines  and  sub-sta- 
tions would  be  necessary. 

This  would  result  in  a  total  expendi- 
ture of  $62,000,000  by  the  Provincial 
Hydro-Electric  System. 

To  December  31st,  1915,  99  munici- 
palities have  expended  $17,683,264.07  on 
distribution  systems.  14  more  munici- 
palities are  expected  to  be  ready  for 
Hydro  power  this  winter  and  when  the 
additional  500,000  horsepower  is  ready 
an  increased  outlay  at  least  equal  to  the 
present  amount  will  be  required.  This 
would  bring  the  expenditure  on  local  dis- 
tribution systems  up  to  $35,000,000. 

The  Hydro-Radial  scheme  proposes  to 
supply  electric  railways  to  any  district 
voting  for  them  in  order  to  provide  an 
avenue  to  dispose  of  the  additional  power 
that  it  is  expected  will  be  available. 

The  first  line  proposed  between  Toronto 
and  London  is  estimated  to  cost  $13,- 
734,155.  A  line  to  Kingston  would  cost 
as  much  more,  but  when  every  section  of 
Ontario  that  has  as  good  a  claim  as  the 
Toronto-London  section  is  built  it  is  safe 
to  say  that  $50,000,000  would  be  a  low 
estimate  of  the  money  required  for  this 
purpose. 

On  this  basis  the  total  expenditure 
would  be: 

Provincial  Hydro    $62.000,000 

Municipalities 35.000,000 

Radial  Railways 50,000,000 


Total    $147,000,000 
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On  the  completion  of  the  work  at  pre- 
sent approved  or  in  prospect  the  Hydro- 
Ele>  '  "ti  would  control  the 

operation  of  prop.Tti.--t   \aliu-d  at  #147,- 

Furt'jt •rri.'.rc.  every  muniri|iality  pled- 
gee .  •   not  only  t'nr  its  own  dis- 
tribution system,  but  for  a  proj>ortion  of 
the  general  system  cost  and  also  for  the 
ral    radial    railway    cost,    and    the 
taxpayers  are  liable  for  deficits  over  a 
•  T"l.  lnit  which  is 
run   by  a   Commission   np|xiintcd   by   the 

the  taxpayer*  to  the  ex- 
tent of  .*!  »7. MUM)  is  placed   nominally 

in    the   hand*  of   I    '  --ion.   but    in 

reality  is  in  the  ham!*  of  ••:.,  man  to  ad- 
minister without  fear  of  adequate  review 
or  scrutiny. 

If   .1  -mid    have    the 

•  n  of  the 

rnian    uf    this    ll\.ii..  ! 
mis-  -in-  Chairman,  has  only    to 

call  together  the  representative*  of  the 
1*1"  Municipalities  and  in-trnet 

them  to  tell  their  Mir  !•  IM|  Councils 
that  i-  in  dancvr 

and  imp  such  in- 

launched,    with    the    result 
that  .-rnment   of  tl:- 

D  the  Chairman  of 
-tern  suggests. 

the  Chairman  of  the  Hydr 
rnes  superior  to  the  Government 
inasmuch  as  the  '  end 

will  of  the  voters. 

i*  exactly  th'  !..«<•.! 

t»t    Session    when    the    Oovern- 

i>enditure*  of 

•  to  the  same 

•ol  as  all  other  expendi- 

' 
tin-   Hv.lro  municipal 

rnnvnt    into   differenti- 
ating between  the  i  vernment  ex- 
liture*  and  any  other  Governmental 

a  British  Province 

willing  tn  pl:i<  •  ^t  in  the 

hands  of  a  single  individual  ? 


[These  figures  are  quoted    fnm. 
mates  triven    from   time  to   time   in   the 
Daily  Press   from  s|>eeches  made  tiy   Sir 
Adam  Heck,  the  Hon.  Mr.   Ker_ru*m.  the 
Hut).  I.  K.  Lucas  and  others.] 

Toronto.  Ail-list   1-'.  ll'lii. 


REFUSAL  OF  THE  FIAT— THE 

CONSEQUENCES. 

Within  a  .  and  evidently  with- 

out   •uiisiilt-rinjf  the  serious  uheri»r  <-on- 
sc<|iieiire»   of   his    nrtioti.    the    Attorney- 
•  tario,  who  is  also  a  inriiiluT 
of  the    Hyilro-KU-ctnr   Commission,   has 
-«il   a   rtut    to   |x-rm:t    the   Klertrical 
lo|uiir!it  Company  to  have  the  legal- 
ity of  their  contract   with   the  Govern- 
ment   tested    before   the   Ontario   courts, 
This  action  clearly  amounts  to  a  eonfes- 

by  the  Attornev-<!i-iu-ral  that  tin 
|Hi<lintioii    by    him    of    the      ..ntract    de- 
liberately i-nlcred  into  t  y  the  Government 
Tlie  resources  of  civili- 
sation available   to  deal   with   this   ; 
of  barbaric  autocracy  are  no  doubt  not 
exhausted.    There  lire  several  lesial  mean* 
by    which    the   Government    may    yet    be 
brought   t»  )>o,ik. 

l'nfi>rtunately,  however,  the  effect  ujNin 
•In-  province  of  th.-  refusal 
of  a   flat    must    remain.     This   effect    i> 
irri  trievnble.     Althoii;:li  tiie  Government 
inn-l   be  fully  aware  that  the  jieciiniary 
interest  of  tho«-  in  this  -oiintry  who  are 
morally  renponsible  for  the  success  of  the 
••prmes  is  triflitii:  eomj>ared 
with  the  interests  of  those  investors  in 
<:    Hritain    who   supplied    the   major 
I*  rtion  of  the  funds  for  the»e  enterprises 
mi   fiie   fait't   of  eoiitraeli  with   the  (lov- 
ernment    the  Attorney-General  has  elect- 
ed to  take  another  step  in  the  confiscation 
•  ie   investments.     The  action   of   the 
••rnment    must    be   characterized    ae 
adverse  to  t''e  interests  of  llie  province 
nndoft!"  ity  inhabitinc  it.    Thi- 

•  rnment  will  ere  loni:  pasx  a«ny.  but 
the   read  'heir   |MI|I.  i.ro- 

priation  must  be  numerous  and  far-reach- 
Amomr   these   reactions   the   most 
important    trom    the    point    of    view    of 
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the  community  must  be  reluctance  on  the 
part  of  investors  to  supply  the  funds  re- 
quired for  the  development  of  the  re- 
sources of  the  country,  whether  this  de- 
velopment is  proposed  to  be  conducted 
by  private  enterprise  or  by  public  auth- 
ority. 

THE  FINANCIAL  POST  of  last  week 
contained  a  statement  of  the  amounts  in- 
volved in  the  execution  of  the  projects 
of  the  Hydro-Electric  Commission.     Ac- 
cording to  the  extent  to  which  these  pro- 
jects may  be  carried,  the  estimated  addi- 
tion to  the  provincial  and  municipal  debt 
of  Ontario  is  between  one  hundred  and 
one  hundred  and  fifty  millions  of  dollar?. 
Relatively    to    the    realized    means    of 
the   people   of  the   province   this   is   an 
enormous  sum;  it  is  even  greater  in  rela- 
tion to  the  resources  of  the  country.   The 
total  capital  of  the  banks  is  less  than 
the  latter  of  these   amounts,   so   is  the 
aggregate  reserve  of  all  the  banks;  it  is 
only  slightly  exceeded  by  the  aggregate 
funds  of  all  the  trust  and  loan  companies 
in  Canada.     It  cannot  be  supposed  that 
thess  voluntarily  organized  corporations 
employ  in  general  a  larger  or  more  com- 
petent force  of  superior  officials,  includ- 
ing directors  and  presidents,  for  the  man- 
agement of  these  large  sums,  contributed 
as  they  are  by  widely  scattered  investors, 
to  whom  they  are  responsible.    The  Gov- 
ernment of  this   province   actually  pro- 
poses to  invite  investors  to  entrust  their 
capital    to   the   management   of   a   com- 
mission  of  three  members,   not   one   of 
whom   has   had    any    experience    in    the 
management  of  large  affairs  of  any  kind, 
and  not  one  of  whom  is  qualified  in  a 
technical  sense  to  deal  with  an  electrical 
enterprise,  which  in  the  nature  of  the  case 
is  of  a  highly  intricate  and  rapidly  chang- 
ing character. 

From  the  beginning  the  Hydro-Elec- 
tric propaganda  has  bet-n  conducted  by 
means  of  rhetorical  speeches  by  persons 
who  have  none  but  the  most  superficial 
acquaintance  with  the  technique  of  the 
business,  and  who  have,  therefore,  been 
.•ontinually  tempted  to  underrate  the 


difficulties  of  it  and  to  underestimate  the 
cost.  They  have  always  fallen  to  this 
temptation;  the  cost  of  the  existing 
plant  of  the  Hydro-Electric  Commission 
has  already  greatly  exceeded  the  original 
estimates,  and  the  cost  of  extensions  may 
be  counted  upon  greatly  to  exceed  any 
estimates  that  may  be  made. 

The  Hydro-Electric  Commission  has 
encountered  another  temptation  to  which 
the  recent  legislation  and  the  refusal  of 
the  fiat  have  shown  they  have  yielded. 
This  temptation  is  to  attempt  to  im- 
plement their  promises  to  give  cheap 
power  by  means  of  the  confiscation  of 
the  property  of  the  private  corporations 
in  order  that  the  capital  cost  of  their 
undertaking  will  appear  to  be  less  than 
it  really  has  been.  But  this  process  can- 
not go  on  indefinitely.  When  the  Hydro- 
Electric  Commission,  otherwise  the  Gov- 
ernment, has  appropriated  the  plant  of 
the  private  companies,  and  has  effectu- 
ally put  a  stop  to  the  voluntary  organi- 
zation of  public  services  of  all  kinds  in 
this  province,  its  career  of  public  plunder 
will  be  at  an  end.  The  unsoundness  of 
its  economic  basis  will  then  become  ap- 
parent; and  either  it  will  go  bankrupt,  or 
the  rates  for  power,  for  which  a  demand 
has  been  artificially  stimulated  by  ineco- 
nomioal  rates,  must  be  steadily  increased, 
until  not  improbably  they  are  much 
higher  than  they  were  before  the  public 
ownership  propaganda  began. 

Meanwhile  confusion  must  have  been 
produced  in  the  tax  system  of  the  pro- 
vince and  in  its  public  accounts.  No  on? 
\vho  knows  anything  of  the  financial  his- 
tory of  the  province  can  possibly  regard 
the  municipalities  as  either  permanent 
customers  or  necessarily  solvent  debtors. 
If  money  is  raised  upon  the  guarantee 
of  the  province,  that  guarantee  must  be 
regarded  as  an  obligation  of  the  province, 
and  the  amount  involved  must  be  added 
to  the  provincial  debt.  If  the  people  of 
the  province  desire  to  ruin  their  common 
credit,  they  will  support  the  Government : 
if  they  do  not.  they  will  express  their  dis- 
approval of  the  whole  Hydro-Electric 
policy,  with  its  confiscatory  legislation, 
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financial  unsoundness,  and  the 

;ties  it  opens  ap  of  political  in- 
le  and  corruption. 

.  Align*!  19,  1916. 

WHO  RULES  THE  PROVINCE? 
••  is  little  doubt  that  it  is  the  great 
I'.v  the  Chairman 

of  the  Hvil:  that 

forced  the  Government  to  repudiate  its 
•raet    with    the    Electrical    Develop- 
•npany;  the  Oorernment  solemn- 
ly agreed,  under  its  seal,  with  the  Com- 
pany   named,    that   it   would    not    take 
w»t'  the    Niagara    or    Welland 

Hi  verm  to  generate  eleetriral  power;  this 
•n  had  been  volnntarily  assumed 
by  the  Government  as  a  condition  or 
franchise  granted  to  the  Company. 

reeing  on   its   part   that    it 
would  maintain  one-half  of  its  power  in 
Canada  and  would  pay  rentals  exeee 
$100,000  a  year  to  the  Govern  men- 
the   faith   of  this  arrangement   and    the 
mutual  covenants  between  the  Company 
•m  tFle  one  side  and  the  Governmerr 
the  other,  fifteen  or  twenty  million  dol- 
lar* was  raised  in  England  and  in  Can- 
ada by  the  Company  for  the  construction 
of  the  Decenary  works. 

Tk>     '  ission  need- 

ing more  power  and  wishing  to  undertake 
a  new  power  ,,ent  at  Niagara 

Falls,  applied  to  the  Government  for  the 
ilation   t»  enable  it  to  do 
'  which  t  ,e,]  tnat 

it  was  bound  by  an  agreement  not  to  ex- 
ercise any  right  it  might  have  to  take 
water  fro  latrara  or  Welland 

RHf  r»  ;  -ration  of  p,, 

withstanding    this    answer,    the    II 

insisted  upon  their 
:>..wer  project  and  ealle.! 
rnment  to  break  its  contract  and 
•  for  that  purpos-:  although 
•    wan  a  creat  deal  of  demur  nf 
it.  and  some  of  the  Ministers  were 

t  was  Anally  passed,  anthor- 
-'    the    wnter  ,!<en    »r»! 

work  to  h*  Hon». 


Then  followed  the  whitewashing  clause 
tn  the  Act  as  follows:— 

"Tb*  '•    the    power    inall    noi    IK- 

f   ST    •  making   IUM>  of  the  waters 

Niagara  Kiirer   to   generate  elect r 

l-neuuiatl  ,,hin    the   meaning   ,  r 

ailpulitl  ii     ,,r  1-1. minion     rontali:eit     In     any 

:>ili«l.>nera 
the  Qoeeu    Vf.-t.  rl.i    Niagara   F«ll«   Park." 

The  same  political  force  has  since  com- 
pelled the  Government  to  issue  an  Onli-r 
in-Couneil   authorizini;   the   purchase  of 

al  Railways, 

notuithstanding  the  provisions  of  tbi 
already  referred  to. 

The  same  political  force  is  now  behind 
•i  iinicipalities  in  their  demand  form 
ally  made  in  writing  l.y  Mr.  .1  W.  Lyon 
to  Premier  Hearst,  that  although  "the 
right  of  the  Government  to  undertake 
the  Chipppwa  -  n  debatable  one, 

municipalities  themselves  should  be 
•utl  undertake  it  on  their  own 

mt.    and     that    the    municipalities 
*hon!d    have   the   riirlit    to   appoint    two 
upon  the  Hydro-Electric  Com- 
mission. 

The  cost  of  the  Hydro- Electric  under- 
taking already  accomplished  and  now  . 
projected  in  the  form  of  the  Chippewa 
project  and  the  Radial  Railways  amounts 
to  approximately  $150,000,000",  the  items 
of  which  we  have  already  given. 

The  control  and  expenditure  of  this 
vast  sum  of  money  is  in  the  hands  prim- 
arily of  the  Chairman  of  the  Hy.Iro-Elec- 
trie  Commission,  and  it  remains  to  be 
whether  the  checks  imposed  by  the 
rnment  mu.it  yield  to  the  same  pow- 
erful politic*!  for.-e.  Will  the  Commis- 
sion with  various  municipalities  ranged 
behind  it,  be  too  powerful  for  the  I 
vincial  Government  to  resist  or  will  jus- 
tice be  doneT 

Toronto,  August  26, 1916. 


BRITISH  OPINION  AROUSED. 

-pondence  of  "The 

contains  notices  of 

in    The   Economist  of  a 

:tor  liy  I'rof.  Mavor  in 

which  he  is  said  to  have  warned  English 
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investors  of  the  consequence  of  the  action 
of  the  Government  in  infringing  the 
agreements  between  it  and  the  electrical 
companies,  and  of  leading  articles  on  the 
same  subject  in  The  Morning  Post  and 
The  Financier.  It  is  quite  evident 
that  the  English  press  is  not  so  apathetic 
as  is  the  press  of  this  country  which,  with 
the  exception  of  THE  FINANCIAL 
POST  and  one  or  two  others  which  have 
followed  our  lead,  appears  to  be  willing 
to  see  the  credit  of  the  country  destroyed 
by  measures  which  can  only  have  the 
effect  of  temporarily  inflating  the  influ- 
ence of  a  small  group  of  politicians. 

THE  GOVERNMENT  AND  THE  LAW. 

The  refusal  of  the  Attorney-General  to 
grant  a  flat  permitting  the  Electrical  De- 
velopment Company  to  institute  proceed- 
ing against  the  government  and  the  Hy- 
dro-Electric   Commission   for   breach   of 
contract  has,  as  we  anticipated,  not  been 
accepted  as  the  last  word  in  the  contro- 
versy between  the  Government  and  the 
company.     A  writ  has  been  issued  sum- 
moning   the    Attorney-General    and    the 
Hydro-Electric  Commission  to  an  Ontario 
<'ourt   to  have  it  declared  in  brief  that 
the  Government  has  no  right  to  abrogate 
a   contract   entered  into  by   it,   without 
consent  of  the  other  party  to  the  con- 
tract.    The  Government,  fully  conscious 
of  the  indefensible   charter  of  its  con- 
duct, has  used  and  may  still  use  the  forms 
of  law   for  the  purpose   of  shirking  re- 
sponsibility, but  this  is  a  game  that  more 
than  one  can  play  at,  the  forms  of  law 
do  not  exist  for  one  side  alone.     Some 
jneans  of  having  this  question  settled  in 
the  courts  of  law  must  exist  and  however 
the  Government  may  attempt  to  wriggle 
out  of  its  obligations  there  is  a  strong  pro- 
bability that  it  may  eventually  be  caught 
in  the  trap  of  its  own  setting. 

Kvcry  attempt  made  by  the  Govern- 
ment to  evade  the  process  of  law 
'•(institutes  cumulative  evidence  of  its 
conscious  guilt.  It  has  not  attempted 
por  have  any  of  its  organs  or  supporters 
attempted  any  answer  whatever  to  the 
charge  of  breach  of  contract.  The  rea- 


son is  obvious,  the  charge  is  true  and  no 
answer  is  possible  save  an  admission  of 
its  truth.  Under  these  circumstances, 
the  Attorney-General  would  be  well  ad- 
vised to  refrain  from  interposing  fur- 
ther obstacles  in  the  path  of  justice,  we 
are  not  specially  concerned  with  the  in- 
terests of  the  parties,  although  these 
parties-  being  for  the  most  part  in  Eng- 
land and,  therefore,  distant  from  the 
spot,  entitles  them  to  more  than  usual 
consideration.  The  ulterior  consequences 
to  the  Province  and  to  the  Dominion  of 
ostentatious  and  cynical  disregard  of  con- 
tracts on  the  part  of  the  Ontario  Govern- 
ment are  likely  to  be  more  serious  than 
we  care  to  develop  in  detail. 

Toronto,  September  2,  1916. 

THE  INVESTOR'S  ATTITUDE. 

I  The  attitude  which  The  FINANCIAL 
POST  has  taken  with  regard  to  the  pro- 
tection of  right  in  the  Hydro  controversy 
has  been  on  behalf  of  the  investor  and  in 
the  interests  of  the  credit  of  the  pro- 
vince. That  the  danger  of  interfering 
with  future  supplies  of  capital  in  the 
British  market  is  a  real  one  may  be  rea- 
lized from  the  following  which  appears 
in  an  editorial  in  The  Financier  of  Lon- 
don : — 

"The  dispute  between  the  Government  ami 
the  power  companies  is  of  many  years'  stand- 
ing, but  it  has  now  reached  a  point  when  it  has 
•r.i^ril  to  pi' s:  ess  merely  local  significance.  Tin1 
reputation  not  only  of  Ontario  but  of  the  Do- 
minion Government  for  fair  dealing  towards 
British  investors  is  at  stake.  We  may  go  fur- 
ther and  say  that  tins  is  a  test  case,  involving 
the  right  of  individuals  to  protest  against  the 
repudiation  of  agreements  solemnly  entered  into 
by  the  'State.  While  the  Empire  is  fighting  for 
the  principle  that  treaties  between  nations  are 
sacred  and  cannot  be  torn  up  as  mere  scraps  of 
paper,  we  cannot  afford  to  shut  our  eyes  to 
nets  of  injustice  perpetrated  by  a  petty  Pro- 
vincial Legislature  which  happens  to  have  been 
captured  by  demagogues.  In  such  a  case  the1 
group  of  citizens  who  consider  themselves  to 
I  ave  been  wronged  should  surely  have  the  right 
of  appeal  to  a  higher  authority.  That  has  so 
far  been  denied  them,  though  there  is  reason  to 
hope  that  when  the  facts  become  fully  known 
and  appreciated  such  a  storm  of  indignation 
will  be  aroused  as  to  compel  the  repeal  of  the 
unjust  legislation  which  has  been  the  cause  of 
the  trouble.  Already  we  have  reason  to  be- 
lieve that  the  Ontario  power  scandal  has  ere- 
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ated  (rarr  concern  In  Canadian  financial  circle*, 
aud  thi»  will  no  doubt  be  shared  by  British 
Investor*  In  Canadian  undertakings  when  the 

poaltlon   l«   fulljr   appreciated 

..-  Conmlialon  claims  to  be 

abore  the  law.     The  Act  by  wbleb  It  wa*  con- 

•  tltut.<l   provide*    thai    thr   Commlulon    l»    Im 

munr  from  procen  of  law  eiceptlng  through  a 

Bat    of    thr    Provincial    Ar  ral.      Thl. 

Oat  ba»  I--.-D  Ibrtce  refuaed.  hut  th-  matter  will 

The  Dominion  Parliament  will  !.. 

•••>.  and  to  dlulluw  the  arbitrary 

:  it    It    I.   dIBcult.   »« 

r   point*    oat    In    an   artl<  i 

vl.  I-I»ST  "I    r\s  \|i\    to  call 

<iae*ltoB  the  Act*  of  an  Executive  llorem- 

_•  to  the  legal  fiction  of  the  Irr.-mpon- 

•IMIIty   of   tin-  Crown,   wblch   on   ihU  ocemaloB 

-*n*ferred    with    extremely    doubtful    pro- 

Ij    to  a  imall  and  Dot  very  liable  group  of 

party   politician*.     It   It  a   really   (rare  affair. 

•ay*  the  Profeaaor.  lo  call  th.  Ir  ;ir...--.-<llnf«  In 

qne*tloB.  BO  m*tt-  r  how   Injurloutly  tbe*e  pro 

ceedlng*  may  affect  either  private  Intere.- 

th*   public   iBtereata   of    tne    state.     Tbe    more 

arbitrary  It*  actloBa  ^h*  Bore  tenaciotuly  will 

the   aatborlly   wblcb   commit*    them    n-fu 

bare    It*    proceeding*    railed    In    question.      Hut 

«•  r  In  tbe  land 

th*i,  .tarlo.  and  we  await 

with  confidence  racb  action  on  tbe  part  of  tbe 
Dominion  Parliament  a*  will  compel  tbe  MM 
pentlon  of  the  conBacatory  legl.latlon  pending 
the  whole  ca*e  to  the  Privy 
Coradl  of  tbe  Kmplre.  wblcb  I*  the  one  legal 
aathority  competent  lo  decide  upon  tbe  grave 
U*ne«  In*. 

,  September  16,  1916. 


A  CONSTITUTIOKAL  MENACE. 

.ittitu.le  whirh  TIIK  KINANfl.M. 
-T  ha*  taken  in  support  of  the  riphu 
of  private  eorporalions  as  against  ron- 
UYi.ilation  on  the  part  of  a  pro- 
men  t  has  been  endorsed  by 
•Indents  of  the  rronumir  and  tinan- 
iMnes  invnli-fil.        Fartirularlr  has 
tlif  raw>  in  Knirland  where  tho*e 
who  slndy  the  bar  •   tli«-  »nr 

money  markeUapprcriatr  the   ••(feet  which 

•  the  agreements   and 
.1    province    by    [xilitirians 

•eel-  ->rary    favors    of    the 

have  upon  credit  and 

•w«-r.      \V.    K.    Ijiwnon,    an 

•  and  student  of  Cana- 
dian industrial  and  financial  eonditinn* 

•'   "Canada   ami    tin-    K-n|.  • 
"Amenrnri   In.ln-tnal  F'r.  "Am- 

••Mr:ti*!i    Ki  .inomiem," 
snd  a  contributor  to  the  Financial 


Tiniet  and  the  Outlook— in  a  l.-u.-r 
to  thr  Knmomist,  expresses  liin 
very  strongly  in  connection  with  the  mat- 
ter. Expressing  surprise  that  the  charges 
of  good  faith  have  not  been  answered,  he 
is  out  that  while  the  high-handeil 

IH-tioii  ,it'  tile  Ontnriii  (rnveniiiieiit  is  sufli- 

riently  irrave  of  itself,  a  much  more  seri- 

•;«ni  is  the  eoiii|ilete  failure  .it'  the 
judicial  chi-ckH  which  "  .|..,se.l  t.. 

have  bi-en  pnni.le  1  bv  the  Mommion  con- 
stitution." 

Mr.  l^awson  states  Ins  opinion  that  the 
ten    years'    eonllirt    between    tli<-    power 

iiisnion    and    the    power    companieii 

:  have  been  cut  short  in  its  infancy- 
had  the  law  courts,  both  Provincial  and 
Imperial,  been  left  open  t«  hoth  pai 

••ver.  as  has  been  jxiinte.1  out  in  TIIK 

is  u  pri-po..teriiu<  pro\ 
in  tl  which  the  eommimrion  was 

constituted  which  i  uniiiuiii-  trotn 

••*s  of  law  except   through   a  Hat   of 
the  Provincial   Attorney.     Such   flat   bas 
been  refused  and  the  events,  aceonlii. 
Mr.  Lawson,  are  a  series  of  most  ••ompli- 
cated  financial  adventures  into  which  the 
province  has  been  plun^-il  by  a  "public 
ownership"  craze,  while  a  constitutional 
issue  has  been  raised  which   tnav  ur 
the    whole    future    not    onl>  ,  no, 

but  of  Canada  and  the  Kuipire.     II. 
tin  ties: 

"If  a  Provincial    \--.  mi.lr.  In  Canada  or  any 

ntner  part   of   th.-    lintl.h    Kmj.ir.-.    I.   to  he  al- 

If.    Judicially    >.    well    a» 

pollOcally.  iBdependent.  It  will  hare  a  free  hand 
principle*   of   Jn.tl.-r 

»nd  equity.      Khnuld   any    political   nfficlal   hare 

iht  to  re|u«-  »n  ••!•  mentary  rl«ht  of  every 

u     the   rtffbt    to   hare  hl«  cn«r   Itrouicht    t» 

fair  and  oprn  trial?     That   l«   what   the  refuul 

of  the  Attorney  <;iTi.T«r»  fiat  practically  mean* 

to  ntart  with,  hut  It  Involve^  a  K,..K|  d.-nl  „ 

It   I*  aim  a   flat  defiance  of  th»   l>omlnlon  and 

the  Imperial  c  :i«tltntlon 

nafefniard*  a|taln«t  ni»o*e  of  Ie0*latlve  and  ex- 

the 

people   of   Ontario   deliberately    Intend    t»    r»l»e 
•u<-h   an   l»ne   and   fliht    It   to   the   hitter 
they   will    he   cmharklng   on    a    lone   and    contly 
ronrtlrt.     Hare  they   i,  that  th»  finan- 

cial   r.'.ult.   of   their    hydro  electric    monopoly— 
•  hoiild   they  «uccced   In   e«tahll«hlnK  It— will  b* 
worth   all    the     .ncrtflce*.     direct   and   Indlr 
whl'.h  It  nxiy  entail  on  them?     Already  It  hat 

ir*  of  political  turmoil.  l,r 
coBtract*.  unfair  competition   with  private  en- 
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tcrprlsc  and  strategical  law-making.    Can  such      wno  are  agents  for  Canadian   loans  will 
a  game  ever  be  worth  the  candle  for  any  public 
authority   which    has    an    historical  'reputation 
and  a  valuable  credit  to  maintain?" 


Toronto,  October  7,  1916. 


discriminate  very  strictly  between  those 
provinces  which  have  dealt  fairly  with 
British  investors  in  the  past  and  those 
which  have  not. 


A  QUESTION  OF  CREDIT  STANDING 

Leading  financial  journals  in  England 
continue  to  express  their  endorsation  of 
the  attitude  in  connection  with  the  On- 
tario Hydro-Electric  controversy,  which 
has  been  adopted  by  The  FINANCIAL 
POST.    In  touch  with  the  financial  pulse 
of   the   Empire    and    of   the   world,   the 
writers  for  these  publications,  who  are 
students  of  the  broader  phases  of  finance, 
are  noting  the  attitude  of  the  British  in- 
vestor with  regard  to  the  treatment  of 
private   interests  by  Ontario  and   other 
provinces    of    the    Dominion,    and    are 
sounding   a   warning.     When    the    time 
comes   for   Canada's   provinces,   munici- 
palities, and  large  industrial  enterprises, 
to  seek  British  capital,  the  remembrance 
of  what  is  described  in  England  as  the 
Ontario  power  "scandal"  will  be  lived 
down  with  difficulty.     The  investor  who 
sends  his  capital  across  the  Atlantic  de- 
mands security  first,  and  when  the  makers 
of  legislation,  to  whom  he  has  a  right  to 
look   for  protection,   confiscate   his  pro- 
perty   and    rights,   he    is    not    likely   to 
hesitate  in  seeking  other  fields — and  other 
fields,  in  our  opinion,  will  not  be  hard 
to  find  after  the  war. 

The  London  Financier,  referring  to  an 
announcement  of  the  Agent  General  for 
Ontario,  regarding  the  facilities  offered 
by  the  Hydro-Electric  Commission,  com- 
ments that  he  omits  to  add  that  exten- 
sions and  improvements  are  being  made 
in  violation  of  a  solemn  contract  entered 
into  between  the  Government  and  the 
syndicate  which  afterwards  became  the 
Electrical  Development  Company  of  On- 
tario. On  the  strength  of  this  contract, 
British  investors  subscribed  for  bond? 
and  they  now  see  their  security  threat- 
ened owing  to  the  fact  that  the  Govern- 
ment of  Ontario  does  not  find  it  conveni- 
ent to  keep  its  pledged  word,  The  Finan- 
cier candidly  states  that  British  bankers 


Toronto,  November  4,  1916. 

EXPERT  OPINION  WANTED. 

As  was  to  be  expected  the  Chairman  of 
the  Hydro-Electric  Commission  has  sum- 
moned his  cohorts  to  Toronto  to  enable 
him  at  this  crisis  in  the  affairs  of  the 
Hydro-Electric  enterprise,  to  terrorize 
the  Government  into  supporting  his  fan- 
tastic schemes.  He  regaled  them  copi- 
ously with  figures  drawn  for  the  most 
part  from  his  imagination  as  well  as  with 
announcements  that  in  order  to  give  them 
cheap  power  he  was  prepared  to  plunder 
the  people  who  are  at  present  engaged 
in  supplying  it. 

It  is  insulting  in  the  highest  degree  to 
the  intelligence  of  the  people  of  Ontario 
that  any  politician  could  be  found  to 
sketch  a  programme  so  flagrantly  opposed 
to  their  permanent  interests  and  so  preg- 
nant with  discredit  and  disaster  as  the 
programme  which  was  unblushingly 
placed  before  the  representatives  of  the 
rural  municipalities.  This  programme 
proposes  calmly  to  burden  them  with  debt 
and  to  handicap  their  real  progress. 

The  pretence  that  the  scheme  is  being 
kept  free  from  politics  can  be  described 
only  as  impudent.  The  whole  scheme  is 
political  from  the  beginning.  It  is  a  trans- 
parent device  to  commit  the  Province 
irrevocably  to  a  project  which  must  place 
within  the  power  of  those  who  control  it, 
the  administration  of  the  Province.  The 
plan  is  quite  simple.  Radial  lines  will  be 
provided  for  a  few  places  where  probably 
within  the  next  few  years  they  might  be 
profitably  utilized,  then  other  places 
where  profitable  utilization  is  extremely 
remote  will  clamor  against  discrimina- 
tion. The  government  will  be  worried  by 
threats  of  political  reprisals  unless  radial 
lines  are  run  into  regions  where  long  con- 
tinued  subsidies  will  be  necessary.  The 
iirirument.  very  familiar  in  the  United 
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4,  thai  every   place  should  bts  given 

iU  opportunity  will  be  use..  lull. 

and  the  adminintratiu:.  I'rovinee 

will  hnd   itself  under  i-ompulsion   to  ex- 

,urce*  •.:  ^  ince   in 

v    eases   in    wholly    unremunerative 

leanwtule  the  rural  mu: 

aid    hap- 
hazard estimates  »ill  have  plunged  tbem- 
...•bi   from   which   they   will 
ilie   I'ru.  xtri- 

;hing  happened  in 

irio  before  and  it  is  bound  to  happen 
again. 

Moreover,  long  after  the  present  Hy- 
dro-Electric Commission  has  been  hope- 
lessly discredited  because  of  its  financial 
methods  antl  y  of  spoliatioa  of 

ate  property,  the  burden  may  remain 
j|»in  the  prorinee  and  upon  the  muni- 
cipalities, 

If  the  scheme  were  mei-  md  If 

it  involved  only  a  few  million  dollars  it 
might  be  left  to  go  its  own  inevitable  way 
.it  any  material  disaster  ae- 
crur  ••  country;   l>ut  smcf  it  in- 

volves  uot   a  few   millions  but   perhaps 
li  of  millions  of  dollars,  it  is  sure- 
>o  much  to  ask  that  U» 
•  should  pause  before  giving  its  ad 
.  nre  t<>  a  scheme  of  such  magnitude. 

•  surely  not  too  much  to  ask  that 
advice  be  taken  of  the  best  available 
fessional  character  np«n  the  real  cost  of 
the  enterprise  and  upon  the  economic  fea- 
sibi  •••ments  of  possible 

advantages  whim  have  been  made  have 
been  drawo  in  the  highest  colors.     Is  it 
important    that    before    committing 
*elves  to  a  scheme  of  such  magnitude, 
we  should  be  made  aware  whether  or  not 
•^  estimates  are  justified t    Iftheesti- 
ntates  a:  -rifled,  they  are  the  out- 

come of  a  piT'ilurly  dangerous  form  of 
an ia  -    because    the 

people  who  are  afflicted  by  it  have  at 
<ent  really  the  power  t"  commit  the 
ii  an  enormous  ex- 
tent.   Ttii-y  have  this  power  through  the 
ical   fortune;  they  may 
at  any  m-.n  *r edited   and  lose 


their  places;  but  tut-  effects  ol  their  lolly 
Mill  remain  lor  this  and  future  genera- 
lions  to  pay  lor. 

It  is  the  plain  duty  of  the  Government 
to  obtain  advice  from  more  competent 
persons  than  the  amateurs  of  the  Hydro- 

Kit-  . 

Toronto,   November  ^o,  1U10. 


A  BLANK  CHEQUE  FOR  THE  CHIP 

PEWA  PROJECT. 
It  has  been  announced  that  the  Hydro 
'  ouimission   has   not   only   de- 
.   u>  proceed  with   the  construction 
ut  thf  Chippewa  power  works,  but  has 
also  decided  not  to  do  the  construction 
intract  but  place  the  risk  upon  the 
rovince.    it  is  explain- 
large  contractors  who  are 
»nrking  in  the  neighborhood  upon  con- 
struction  lor  the  Dominion  Government 
were  unwilling  to  tender  for  the  Chip- 
pewa works  without  including  in  the  price 
a  considerable  margin  for  contingencies. 
The  Commission  announces  its  intention 
of  purchasing  $800,000  worth  of  construe 
tion  equipment;  but  it  says,  "even  with 
•  ihiiiri-    nil    .-(|iii|> 

ment,  much  of  which  will  be  of  little  use 
r  the  wurk  is  done,  the  Commission 
will  be  able  to  save  a  large  amount  of 
money  to  the  Province." 

It  is  quitp  clear  that  this  hypothetical 
having  is  arrived  at  by  the  elimination  of 
allowances  for  contingencies  such  as  the 
ase   in    the   cost   of   materials   snd 
labor,  damage  to  works  during  construe- 
through   failure  of  dams  or  other 
works,   unanticipated   difficulties  arising 
iirh   fiiulM  in  the  strata,  quicksand 
or  otherwise.    These  important  elements 
cannot  be  safely  eliminated  in  such  an 
undertaking,  especially  at  a  time  like  the 
when    economic    conditions    are 
highly  disturbed. 

Commission  has  the 

rity  to  ask  the  Government  for  an 

Ordi-r-in  Council  which  is  necessarily  the 

first   of  an   indefinite   series  asking  for 

.irk  upon  n  project  which  ha» 

never  been  reported  upon  by  a  competent 
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engineer  independent  of  the  Hydro-Elec- 
tric Commission  and  which  has  not  been 
subjected  to  any  rigorous  estimate. 

If  the  Government  accedes  to  the  re- 
quest of  the  Hydro-Electric  Commission 
it  will  in  effect  give  the  Chairman  of  it  a 
blank  cheque  upon  the  credit  of  the  Pro- 
vince. This  blank  cheque  must  bear  upon 
its  face  eventually  a  figure  indicating 
the  withdrawal  from  the  Provincial  Trea- 
sury of  possibly  hundreds  of  millions  of 
dollars. 

If  the  Government  accedes  to  the  re- 
quest of  the  Hydro-Electric  Commission 
this  will  suggest  strongly  that  the  Gov- 
ernment is  a  mere  tool  of  that  commission 
and  that  it  does  not  possess  power  of 
movement  excepting  under  the  influence 
of  that  commission. 

If  the  Government  accedes  to  the  re- 
quest of  the  Hydro-Electric  Commission 
it  plunges  the  Province  and  municipali- 
ties into  a  whirlpool  of  debt  in  which 
these  administrative  bodies — unless  they 
have  recourse  to  taxation — will  find  them- 
selves involved  as  inextricably  as  logs  in 
the  whirlpool  at  Niagara. 

Toronto,  December  2,  1916. 


THE   NEW   HYDRO   BY-LAW. 

Serious  Aspects  of  the  Issues  Behind  the 

Question   to   be    Submitted   to   the 

Ratepayers — Heavy  Financial 

Responsibilities   Are   in 

Reality  Involved 


On  the  first  of  January,  1917,  the 
voters  in  many  of  the  municipalities  of 
Ontario  will  find  themselves  called  upon 
to  answer  the  foil-owing  question: — 

"Are  you  in  favor  of  having  the 
municipality  develop  or  acquire 
through  the  Hydro-Electric  Power 
Commission  of  Ontario  whatever 
works  may  be  required  for  the  sup- 
ply dt'  electric  energy  or  power  in 
addition  to  such  electric  power  as  is 
already  obtained  under  the  existing 
contract  with  the  Hydro-Electric 
Power  Commission  of  Ontario* 


On  the  face  of  it  this  question  dor> 
not  involve  a  money  vote;  but,  in  reality, 
it  involves  the  signing  of  a  municipal 
guarantee  for  an  unstated  amount  of 
money.  If  this  question  is  answered  in 
tlie  affirmative,  the  municipalities  will 
commit  themselves  to  a  policy  under 
which  enormous  financial  obligations 
must  be  incurred.  Money  by-laws  must 
succeeed  this  by-law  at  frequent  inter- 
vals, the  municipalities  being  almost  in- 
sensibly drawn  into  expenditures  which 
they  never  might  have  incurred  had  they 
been  aware  of  their  magnitude.  At  the 
meeting  of  the  City  Council  of  Toronto, 
held  on  Tuesday  (5th  December),  some 
of  the  aldermen  wisely  objected  to  the 
by-law  being  placed  before  the  people 
of  Toronto  without  full  information 
upon  the  project  to  which  it  related. 
Representatives  of  the  Hydro-Electric 
Commission  were  then  permitted  to  give 
their  interpretation  to  the  Council.  They 
said  that  the  Government  was  in  any 
event  committed  to  the  scheme;  and  that 
if  the  municipalities  desired  to  become 
owners  of  the  Chippewa  development 
plant  a  new  Act  of  the  Provincial  Legis- 
lature would  give  effect  to  their  desires. 
In  the  meantime  the  City  of  Toronto  in- 
curred no  financial  liability  through  the 
passing  of  this  by-law ;  but  money  by- 
laws would  have  to  be  passed  before 
such  financial  liability  was  incurred: 
This  is  the  method  previously  pursued 
by  the  Hydro-Electric  Commission, 
viz. : — To  secure  adhesion  to  a  vague 
project  without  ostensible  liability  and 
then  to  take  action  upon  that  adhesion 
demanding  subsequent  financial  support, 
as  a  logical  sequence  of  previous  action. 
The  municipalities  are  really  invited  to 
enter  upon  an  unlimited  expenditure 
which  must  tax  their  resources  for  many 
years. 

The  question  is:  Is  it  wise  for  the 
municipalities  to  vote  these  by-laws, 
especially  in  the  presence  of  the  most 
serious  crisis  ever  encountered  by  this 
country  1 


Financial  Pott  of  Canada." 


67 


enhanced  l>\  tlip  fact  that  in  th« 
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ro-Klectrii-  t  ommissicu.     This  I'oni- 

tppointed  by  the  < 
•fin   and  tin- 
•i    the     pr 

-.lie    |in>\ 
'    aniKiiir 
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lias  been   stated  at  $20.00" 
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Commission,  political  influence  acquired 
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release  of  the  Commission  from  sub- 
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jection  to  the  audit  of  its  accounts   r>\ 
the  Provincial  Auditor. 

*     *     * 

The   Hydro-Electric   Commission    wa- 
to  begin  with,  and  is  now  in  fact,  if  not 
in  law,  a  department  of  the  Government 
subject  to  control  by  the  Government  ir. 
substantially  the  same  manner  as  other 
Government   departments.        A    member 
of  the  Cabinet  sits  upon  the  Commission, 
it  is  to  be  presumed,  in  order  that   the 
policy  of  the  Government  may  he  duly 
carried  out.     The  Union  of  Municipali- 
ties has   all    along  objected   to   this   ar 
rangement.     What  it   desired  was   that 
the  whole  Hydro-Electric  scheme  should 
be  conducted  as  a  co-operative  munici- 
pal scheme,   the  necessary  funds  being 
raised  by  means  either  of  a  loan  from 
the  Government    to    the  Union     or  by 
municipal  bonds  guaranteed  by  the  Gov- 
ernment.       This   arrangement,   however, 
would  have  deprived  the  Government  of 
the  patronage  and  of  the  prestige,  real 
or  imaginary,  of  the  Hydro-Electric  en- 
terprise.     It   was,    therefore,    rejected. 
But   control  involves  responsibility,  anil 
sometimes   responsibility   is   real,  while 
control  is  only  nominal. 

The  Hydro-Electric  Commission  ap- 
pears to  have  forced  the  Government 
into  the  legislation  of  last  session  by 
which  an  attempt  was  made  In  declare 
invalid  the  contracts  entered  into  be- 
tween the  Government  and  the  com- 
panies generating  electrical  v>ower,  under 
which  the  Government  had  agreed  no; 
to  senerate  power  on  its  own  account. 

Litigation  has  arisen  over  this  at- 
tempt at  repudiation  of  a  contractual 
obligation,  in  spite  of  the  efforts  of  the 
Government  to  stop  the  proceedings, 
through  the  refusal  of  a  fiat  to  enter 
suit  and  otherwise  through  the  employ- 
ment of  everv  legal  and  other  resource 
to  prevent  the  liarht  of  day  bein'.r  shed 
upon  the  transaction. 

In  spite  also  of  efforts  on  the  part  "'' 
the  Government  to  stifle  criticism  of  it" 
own  proceedings  and  of  the  proceedings 
of  the  Hvdro-Electric  Commission  cer- 


tain   criticisms    have  seen    the    light    in 

Canadian    and    also  in    English     IK 
papers. 

•     •  • 

Tn    its    anxiety    to    unload    the    whole 
scheme   upon   the   municipalities   and    to 
abandon  the  plan  of  a  provincial  Hvdro- 
Electric    system,   a   change    of   mind    mi 
the  part  of  the  Government  is  apparent 
It  is  eviderit  that  the  litigation  and  th. 
criticism  together  have  caused  the  (. 
ernment  to  feel  a  want   nf  confidence  in 
its  ground.     The  ostensible  IransfeT-euce 
of  its  responsibility   to   the   Commission 
does  not  promise  any  security;  there:. 
the    Government    is    adopting    another 
method.     Tt  proposes  to  transfer  to  the 
municipalities  the  responsibility  for  acts 
already  committed,  and  for  others  to  he 
committed    at    variance     with     previous 
legislation  and  previous  agreements.  Tli.. 
adoption    of   a   subterfuge   of   this   kind 
by  the  Government  is  entirely  in  accord- 
ance with  its  whole  attitude  and  conduct 
on  the  question.    It  is  not  to  be  supposed 
that   any   court   of  justice  before   which 
such  a  matter  may  he  brought  could  fail 
at  once  to  recognize  the  subterfuge. 

Even  if  the  Government  has  been  co- 
erced into  its  change  of  policy  bv  politi- 
cal pressure  from  the  municipalities 
this  would  not  enable  the  Government 
to  escape  from  the  consequences  of  its 
repudiation,  nor  would  it  enable  the 
municipalities  with  impunity  to  place 
themselves  in  the  position  of  receiver* 
of  stolen  goods. 

Let  ns  look  the  matter  fairly  in  the 
face.  It  is  proposed  that  a  munieipalit  v. 
the  City  of  Toronto  for  instance,  should 
enter  into  a  joint  guarantee  with  an  un- 
known number  of  unknown  municipali- 
ties for  an  unknown  amount,  this  un- 
known amount  being  expended  without 
adequate  previous  estimates  upon  :\ 
highly  speculative  and  hazardous  ven- 
ture. 

Tf  after  this  warning  (he  municipali- 
ties plunge  blindly  into  this  scheme  they 
will  have  prenared  the  way  for  serious 
curtailment  of  municipal  as  well  as  oi 
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HYDRO'S  LACK  OF  RESERVES 


•:m>uUies    with    regard    to    its 
are  ob 

Thr   i  •  ly   pr«'- 

l\     ,,t'    lOit.OiMi    horse- 
power, and  althou«!i  t    • 
ply  waa  in  sisht  t! 

ire  an  adili 

tional  ijuantity.  Tin-  Hx-lm-Klectric 
Commission  has  had  n»  contracts  for  an 
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.tlclllCt- 

n  an  entirely  different  basis;   they 
have  rarrii-i)  ••<*  with  the  usual 

ns   and    -  -.    t !•.!•>    have 

time  increased  the  number 
of  units  in  t 
.ira     F.il 

transmission  lines;  have  purchased  stor- 
age batteries,  and  have  Isree  steam 

I     plants,     the     cost    of    which    has 
amounted  to  r  Ian. 

Thr  D    ha* 

ilties    which    that 

was  warned  a?ain>(.     It  is  oV 

that    witli     increase    of    business,    there 

must  b<-  •  -f  power  nnd  operating 

•trie 

-ron  has  not  conseired  the  usnal 
portion    of    profit*,    nml.    therefore,     has 

re 

serves.     Tn  any  ordin.v  rrinl  nn- 

dertakin?    the    result    would    >><«    banlc- 

no  royal  roa.' 
mercial  surc*i«. 

for  the   • 

extricate    itself     and    to    overcome     this 
fundamental    weakne- 
aeo  the  Commission  obtained   the  rieht 
'.itnre   to   "enerate 
nower  f'  irn  and   ' 

Pivers.  hut   '  from  this  source 
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Miie-half  of  their  production,  and  of  the 
three  companies,  only  ore  of  them  is  ex- 
porting- a  greater  quantity,  and  that  one. 
the  Canadian  Niagara  Power  Company, 
will  soon  be  in  the  same  position,  so  thaf 
little,  if  any.  relief  can  be  found  there; 
but  there  is  an  insurmountable  difficulty 
against  the  restrictions  of  export,  and 
also  against  the  building  of  the  proposed 
Chippewa  Power  plant,  namely,  that 
these  matters  have  already  been  deal'. 
with  by  International  Treaty  between 
Great  Britain  and  the  United  States, 
made  through  the  International  Water- 
ways Commission,  whereby  the  total 
quantity  of  water  which  may  be  diverted 
from  the  Niagara  and  Chippewa  River- 
has  been  limited  to  the  amount  now  be- 
ing taken  by  the  Canadian  Power  Com- 
panies— there  is  a  small  quantity  of  sec- 
ond feet  of  water  still  available  without 
breaeb  of  the  Treaty,  but  quite  insuffi 

cient   for  the  required   purposes and 

the  amount  of  power  to  be  imported  into 
the  Fnited  States  has  also  been  fixed 
and  cannot  pronerlv  be  altered  withoui 
tlie  consent  of  the  authorities  at  Wash- 
ington. 

Should  action  be  taken  by  the  Domin- 
ion Government  in  this  matter,  at"  vari- 
ance with  the  Treaty,  retaliation  mi?ht 
be  expected  in  anthracite  and  petroleum. 

An  action  is  now  pending  in  the  Su- 
preme Court  of  Ontario  for  an  injunc- 
tion to  restrain  the  Hvdro-Electric  Com 
mission  and  the  Attorney-General  of  the 
Province  of  Ontario  from  proceeding 
with  the  Cbippewa  development,  on  the 
"•round  that  in  t^'e  franchises  of  the  Can- 
adian companies  -flip  Govin-nmpnt  of  On- 
tario has  expressly  contracted  never  to 
take  water  from  the  Nia'r:v'a  or  Welland 
T?!vprs — thP  Welland  and  Chippewn 
Fivers  are  the  same — for  the  generation 
of  plpptrical  power. 

These  are  some  features  of  the  situa- 
tion unon  which  those  wKo  enthusiastic- 
ally voted  for  the  TTv^-o  "-onnsals  on 
Monday  last  miafbt  wel'  reflect. 

Toronto,  January  6.  1917. 


THE   HYDRO   MENACE. 

However  easily  Sir  Adam  Beck  may 
lie  able  to  hypnotize  the  ratepayers  o!' 
Ontario  to  support  his  ill-judged  Hydro 
Electric  projects  hy  the  alluring-  magi1.- 
of  "public  ownership,''  it  is  evident 
that  investors  will  form  ther  own  con- 
clusions as  to  the  soundness  of  his 
schemes  and  the  justice  of  his  attitude 
towards  private  interests,  The  London 
financial  press,  which  is  an  important 
influence  in  shaping  the  policy  of  tit" 
British  investor  seeking  foreign  fields 
for  his  funds,  is  strong  in  its  condemna- 
tion of  what  is  referred  to  as  the  "On- 
tario Power  Scandal."  The  situation, 
says  The  Financier,  is  fraught  with  grave 
injustice  to  undertakings,  which  wer" 
established  with  the  aid  of  British  capi- 
tal. This  journal  prints  the  following 
from  a  Toronto  correspondent  in  refer- 
ence to  the  attitude  of  the  commission: — 

"The  electric  interests  are  In  the  hands  of 
t'u-  Philistines  and  may  he  expropriated  at  any 
time,  as  the  Hydro-Electric  Commission  made 
the  power  so  cheap  as  to  create  a  false  demand, 
which  the  means  are  lacking  to  supply.  Un- 
fortunately, some  of  the  power  Is  needed  for 
the  making  of  munitions,  and  this  lends  a  fic- 
titious strength  to  proposals  for  more  power 
mid  for  the  right  to  take  it  wherever  it  can  he 
found. 

"In  the  cases  of  the  private  corporations  they 
built  duplicate  transmission  lines  and  reserve 
steam  plants  in  order  to  meet  the  increasing  de- 
mand: hut  the  Commission  c.mld  not  do  this. 
for  the  very  simple  reason  that  the  cost  of  it 
would  have  prevented  the  sale  of  power  at  the 
low  prices  that  attracted  the  public  and  would 
have  taken  away  from  Sir  Adam  Beck  the  popu- 
larity lie  enjoys  and  the  political  power  it  has 
given  him.  The  situation  is.  indeed,  serious." 

Toronto.  January  27.  1!M7. 


ONTARIO   POWER   SCANDAL. 

London    Financial    Journal     Criticizes 

Narrow  Policy  of  Provincial 

Government. 

The  attitude  of  THE  FINANCIAL 
POST  in  connection  with  the  Hydro 
Commission's  development  schemes  in 
Ontario  has  again  been  supported  by 
The  Financier,  of  London,  which  makes 
some  pointed  remarks  about  the  socialis- 
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PUBLIC  ENTITLETV   TO   HYDRO 
ELECTRIC  AUDIT 

Government     Announced    a     Year    Aj-o 

That  Examination  of  Accounts 

Would  b«  Made. 
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jmcus    of  the    lly.lro-Klpctric    should    be 
known. 

If  the  report  of   Me-srs.   t'larkson   « 

Sons    is  favorable,    there    could    be    no 

Toronto.  March  3,  1917. 


nounced  in  liis  budget  speech  that  th« 
requirements  lor  the  Hydro-Electric 
would  be  put  in  supplementary  esti- 
mates. Before  these  supplementary 
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